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Fireflite Sportsman in Crimson with contrasting Surf White emphasizes the beauty of De Soto Flight Sweep styling 


New push-button driving... 


Try YOUR HAND ot De Soto | =) = SOTO 
push-buton driving. Buttons ore 


at your ‘ngertips—and at the 
left, out of the reach of children 
So eosy, so natural. illuminated 
for night driving. Try it at your 
De Soto dealer's. De Soto Division , 


Chrysier Corporation, You’re looking at the smartest, easiest way ever 
invented to drive a car. In the glamorous °56 

De Soto you simply touch a button and GO! No 

lever . . . no nose-to-the-wheel squinting to select the driving range. 

Never before a car so responsive and agile in city driving . . . safer, 

more comfortable at super-highway speeds. New 255 hp engine with 

high torque take-off... new super-highway brakes . . . Full-Time 

DRIVE A DE soro Power Steering*...new Flight Sweep styling. See and drive the 
BEFORE YOU DECIDE! dramatic 1956 De Soto—for the super-highway agel 


* Optional 


De Soto dealers present GROUCHO MARX in “You Bet Your Life’ on NBC radio and TV. 





This is the Mighty Mite 


of Electronics 


Many good things for many people are coming from 


the Bell Telephone Laboratories invention of the 


Transistor—a tiny device that can do many things 


a vacuum tube can do and more besides! 


More and more the Transistor is 
being recognized as one of the great- 
est inventions of recent years. It is 
truly the mighty mite of electronics. 

All of the growing uses of the 
Transistor stem from its invention at 
Bell Telephone Laboratories, an- 
nounced seven years ago. 

This amazing amplifier was soon 
seen destined to open new doors not 
only in telephony but in many other 
fields. It is estimated that 15 million 
Transistors will be made this year. 

One of the first uses of the Tran- 
sistor was in the new equipment that 


enables telephone users to dial over 
long distances. It is also being used 
in volume control telephones for 
those who have difficulty in hearing 
and in the new rural telephone sys- 
tem that is powered experimentally 
by electricity generated from sunlight 
through the Bell Solai Battery. 


The Bell System, in line with its 
established policy of making all its 
inventions available to others on 
reasonable terms, has licensed some 
60 companies to make and sell Tran- 
sistors, and about 700 companies who 
have the right to use these devices in 


a wide range of electronic equipment. 
These include makers of guided mis- 
siles and other weapons of defense, 
radios, television sets, computers, etc. 
Royalty-free use of the Transistor is 
available to licensed U. S. manufac- 
turers of hearing aids. 





The Transistor can amplify electric 
signals up to a thousand times. “In 
less than half a century,” said an arti 
cle in the Reader’s Digest, “the elec 
tronic tube has changed the world. 
The effect of the Transistor on our 
lives may be equally potent.” 
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CUMULATIVE PREFERRED STOCK 


The regular quarterly dividends of $1.00 
per share on the 4% Series and $0.975 per 


share on the 3.90% Series have been de- 
clared payable February 1, 1956 to holders 
of record at the close of business on Janu- ar Orp 


ary 16, 1956. 


COMMON STOCK ($5.00 Par) 


A regular quarterly dividend of $0.75 per 
share has been declared payable January 15, 
1956 to holders of record at the close of 
business on December 28, 1955. 


C. H. Kisser, Treasurer 
New York, N. Y. December 14, 1955 





LONG Size 


HIGHLIGHTS 


Notable among merchandising accomplishments 
of 1955 are: 


National distribution of the new popular-price 
filter-tip Marlboro in the flip top box. Public 
acceptance of Marlboro has justified the years of 
research that went into its development. In the 
nation’s largest markets, Marlboro is currently 
among the most popular filter cigarettes. 


Introduction of the new Philip Morris in the bright 
red, white and gold package. Two years of 
research of more than 1,000 designs preceded 
the change. Initial consumer acceptance of the 
package and the cigarettes it contains indicates 
that the new Philip Morris has been successfully 
keyed to today’s taste in smoking. 
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WHEN it comes to marking chang- 
ing seasons, some folks count the 
stripes on a caterpillar, others 
watch what the groundhog does. 
Forses editors have their own spe- 
cial set of signs for the onset of 
what we call “the silly season”— 
the time when some obscure irre- 
pressible urge impels businessmen 
to go out on a long limb with pre- 
dictions for the new year. 

Last month, our staffers needed 
no calendar to remind them that 
the silly season 
had rolled ’round 
again. Invariably, 
each batch of news 
releases bore un- 
mistakable proof 
that the nation’s 
industrial brass 
were making like 
swamis once again. 

Forses_ editors 
saw all this with 
no little: amuse- 
ment. For eleven 
months out of 
every year, Amer- 
ican businessmen 
profess not to 
know what even 
tomorrow will bring. But come 
year’s end, every man is a Nostra- 
damus. Amused as we are with all 
this, we are not immune to the 
general malady. For ForBes own 
forecast see page 17. 

The Crystal Ball. At this particular 
New Year’s season, there is some- 
thing more than normally uncom- 
fortable about the prediction limbs 
on which we all perch. What, for 
example, can one say in the midst 
of the greatest peacetime boom in 
world history? To say that busi- 
ness will continue good is gilding 
the lily. To take the pessimistic 
tack—and it would have to be 
taken on rather flimsy evidence at 
present—would make the prog- 
nosticator a particularly lonely 
Cassandra. 

Top of the Mountain? But why 
should American businessmen not 
have felt good? Without benefit of 
shooting wars or make-work proj- 
ects, the free enterprise system 
was frolicking in what the econo- 
mists call “full employment,” a 
state many of them regarded as an 
unattainable dream as recently as 
10 years ago. The fact that nearly 
everyone was working, far from 
being a dream, was already acting 





The Silly Season 


as a very real brake on further ex- 
pansion of output. 

Full employment, in fact, was 
fast becoming a problem. Further: 
increases in demand for the goods 
of American factories will likely 
result in dangerous inflationary 
pressures. Hence the Administra- 
tion’s “tight money” policy. As one 
furniture company executive put 
it: “There’s no way to go from the 
top of the mountain but down.” 

Such “top of the mountain” over- 

simplifications, of 
course, do not 
have many sup- 
porters among the 
serious men 
study the 
omy. But 
of them 
Jf \east a little bit 
worried about 
—what would hap- 
pen if the public’s 
— urge to bu, things 
pressed hard 
against the ceiling 
of full employ- 
ment. Result: in- 
flation. Or did not 
press hard enough 


who 
econ- 
plenty 
were at 


too 


Result: 

Yet it was symptomatic of the 
times that such were regarded as 
almost academic by Even 
predictions of a 1-million drop in 
auto production and a shading of 
vital housing construction did not 
faze the optimists who were in- 
clined to consider this 
healthy “leveling off.” 

Happy Fluctuations. In such a sit- 
uation, ForBes, out on a limb with 
its own carefully framed forecast, 
does not wish to be hard on un- 
lucky Nostradamuses. New Yea 
predicting is, after all, a harmless 
pastime, and, like New Year's res- 
olutions, typically American 

As the final word, however, we 
would like to trot out 
the well-worn but still cogent 
words attributed to J.P. Morgan 
the Elder. “The market,” grunted 
the old prince of Wall Street to a 
persistent questioner, “will con- 
tinue to fluctuate.” Forses, no 
more clairvoyant than the next 
man, agrees that J.P. was correct, 
wishes its investor-readers happy 
fluctuations in 1956. We promise to 
do our best—if not to predict the 
economy’s ups and downs—at least 
to keep our readers abreast of them. 


recession. 


most. 


simply a 


once more 











TRENDS & TANGENTS 


Sales trouble at Pepsi-Cola? Either 
that, some Wall Streeters suggested, 
or some ferocious back-office politick- 
ing caused the big bottler to switch its 
$8-million-a-year advertising account 
from Manhattan’s Biow-Beirntoigo to 
another New York ad agency, Ken- 
yon & Eckhart. 

a . = 

The racial question is also becoming 
a headache for big businessmen. St. 
Louis’ Falstaff Brewing Corp., which 
donated $500 to the National Associa- 
tion for the Advancement of Colored 
People almost two years ago has been 
paying a severe penalty for its ideal- 
ism. Not only has it been repeatedly 
battered by South and Midwest segre- 
gationists and racists, but it has also 
encountered definite sales resistance 
in Mississippi. 

* a * 

Railroad hopes are pinned on appeal 
to the Interstate Commerce Commis- 
sion for an immediate cross-the- 
boards 7% freight rate increase. If it’s 
granted, the railroads expect an addi- 
tional $500 million a year in revenues. 
Says one railroad rate man bluntly: 
“We need the money.” 

* * 

Ailing Kaiser Motors will be taken off 
the hook if a new plan wins favor with 
stockholders. Under it, Kaiser Motors 
would merge with Henry J. Kaiser 
Co. as Kaiser Industries, and all debts 
would be paid off. But public stock- 
holders, who poured millions into the 
company in its formative stages would 
wind up with only about 442% of the 
new firm’s stock, Kaiser interests with 
the rest. Present Kaiser holdings in 
Kaiser Motors: 37%. 

« - . 

Building boom will continue say Vet- 
erans Administration officials. They 
see another flood of G.I. home loan 
applications at least equal to last 
year’s record 650,000. Reasons: an ex- 
pected easing in mortgage money, a 
big demand even if it stays tight. 

* * a 

Auto boom is fading say latest re- 
ports out of Detroit. Though produc- 
tion still runs at a rollicking pace, 
GM, Ford and Chrysler have all cut 
back to a 40-hour-week in many 
plants. One reason: dealers’ unsold 
stocks, at last report, are 94% higher 
than a year ago. 

8 es 

Oil imports revolt broke out follow- 
ing Defense Mobilizer Flemming’s 

“suggestion” that crude oil imports be 
cut 7% this year. The oil companies 
refuse to go along with the plan, say 
domestic producers’ fears of over- 
production have proved “groundless.” 
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Cool air, some $3.2 billion dollars 
worth, will be sold to U.S. homemak- 
ers and business firms in 1956, accord- 
ing to air-conditioner builder Carrier 
Corporation. That would be $300 mil- 
lion more than the industry grossed 
in 1955, when it sold 1.4 million units. 

. * e 

Television has finally invaded the 
staid banking business—but not be- 
cause bankers feel they need the rec- 
reation. The New York Savings Bank 
has begun using closed-circuit TV to 
flash customers’ balances and signa- 
tures from a central office to tellers in 
their cages. The new system, NYSB 
estimates, has already cut customer 
waiting time 50%, overhead 20%, staff 
37%. 

oa ” 

The Navy and airframe builder Glenn 
L. Martin brought outer space one- 
third closer when Aerojet General 
Corp. was awarded a contract to build 
a rocket motor for the second stage of 
the earth satellite the Defense De- 
partment will launch in 1957-58. Since 
the contract for the first stage of the 
three-stage rocket system has already 
been given to General Electric, only a 
builder for the third stage rocket has 
yet to be found. 

o 7 o 

Detergent makers are cleaning up. 
During the third quarter of 1955, their 
sales totalled 641.3 million pounds, 
16.6% higher than a year ago. Soap 
makers, by contrast, boosted their 
sales only 2%, to 397.8 million pounds. 

om a es 

Immune to proxy fights and other 
assorted management ills, majestic 
American Telephone & Telegraph Co. 
is being steadily undermined by 
woodpeckers. Despite its best efforts 
to convince the government-protected 
birds that woodland bark is far more 
palatable, the birds continue to drill 
damaging holes in AT&T telephone 
poles. Thus weakened, the poles often 
snap and cost millions of dollars every 
year to replace. In desperation, AT&T 
has banded together with four other 
telephonic giants to hire a Penn State 
professor to devise a legal method for 
shooing the birds away. 

* a s 

Underground factories, a military 
planner’s dream to keep production 
rolling during wartime, have also be- 
come a peacetime planner’s program 
for profitability. American Machine & 
Foundry, which has taken options on 
2,000 acres near Huntsville, Alabama 
as a possible undergound building 
site, estimates that “und@:gound in- 
dustrial plants can be excavated, fin- 
ished and maintained at costs lower 
than those for comparable plants 
above ground.” AM&F would not dis- 
cuss what it planned to make in the 
subterranean plant. 





Man-made diamonds, developed by 
General Electric, will be marketed 
by the corporation only as industrial 
cutting tools for the time being, not 
as precious adornments for fingers 
and necklines. But GE’s President 
Ralph Cordiner, who says the com- 
pany “is in business first of all to 
make money,” does not rule out the 
possibility that the diamonds may 
someday go on the gem market, pres- 
ently controlled by a tight little in- 
ternational band of miners, cutters 
and retailers. 

& * ” 

Lowering of appliance pricetags by 
General Motors’ Frigidaire Division 
brought a skeptical rejoinder from 
competing General Electric, which has 
no plans for lowering its own. “Usu- 
ally you lower prices when you're in 
finventory] trouble,” GE’s President 
Ralph Cordiner told his annual year- 
end press conference. “You can tell 
GM that Cordiner thinks they’re in 
trouble.” 

. - 7. 

If the Scotch whisky shortage lasts for 
another two years, An:ericans have 
only themselves and their unprece- 
dented prosperity to blame, says Mc- 
Donald-Martin Distillers, Ltd’s George 
Rattray. While Scotch distillers have 
not fully recovered from the ban 
placed on distilling during World War 
II, Britain’s rising economy is now 
competing for short supplies with the 
U:S., the world’s biggest buyer of 
Seotch. But the canny Scotch whisky 
makers, U.S. importers note, are not 
building any new distilleries, and are 
obviously hoping to catch up with de- 
mand with their present inadequate 
facilities. 

7 = - 

U.S.’s working force grew to record 
numbers in the third quarter of last 
year, late reports show. Altogether, 
some 70.3 million persons were em- 
ployed, a rise of roughly 1.5 million 
over 1954’s figure. Of these, 29.4% were 
married women—about double the 5 
million distaffers who were working 
in 1940. That last has been a big sur- 
prise to some employers, who wrongly 
guessed that women would flock to 
work when family incomes were low, 
scout it in prosperous times. 

* a * 

Black markets in metals have been 
thriving, thanks to shortages. Some 
automakers have been paying up to 
four times the regular price for spot 
electrolytic nickel. Spot copper is so 
short some is going for 55c a pound, 
a good 12c higher than the official 
price. Desperate for steel, some auto- 
makers have recently paid as much as 
a $35 per ton premium for ingots. 

(CONTINUED ON PAGE 8) 
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Again in 1955 


One of Combustion's two plants at Chat- 
tanooga, showing new facilities: (A) nuclear 
building housing specially designed equip 
ment for the manufacture of reactor com- 
ponents, (B) 360-foot double craneway and 
wharf permitting water shipment of units 
exceeding 300 tons and (C) mechonized 
foundry. 


the word for COMBUSTION was GROWTH 


Since 1950, Combustion has increased its productive ca- 
pacity by more than 50 per cent. This has involved expan- 
sion of all five of its domestic manufacturing divisions as 
well as its Canadian division. It does not, however, include 
the new nuclear facilities and mechanized foundry referred 
to in the caption of the picture. These were 1955 projects 
which are now either in operation or well along toward 
completion. 


NEW NUCLEAR FACILITIES 


In addition to the new facilities depicted above, Combus- 
tion is currently building a Nuclear Engineering and De- 
velopment Center on a 500-acre tract recently acquired at 
Windsor, Connecticut. This center will comprise an 
Administration Building, Critical Facility, Chemical and 
Metallurgical Laboratories and buildings equipped for the 
fabrication and assembly of atomic fuel elements. When 
this program is accomplished about a year from now, 
Combustion will have the exceptional advantage of being 


equipped with the personnel and facilities to design and 
manufacture complete nuclear reactor systems. 


NEW MECHANIZED FOUNDRY 


This will be the world’s first completely mechanized 
foundry for the production of soil pipe and fittings. It will 
assure reduced production costs and higher quality in a 
product which has already received wide acceptance in 
the building industry under the trade name “Superspun.” 
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A corporate philosophy that emphasizes growth and the 
most modern facilities—like those described here—is one of 
the many reasons why boilers and related equipment 
bearing the Combustion nameplate are found all over the 
world. Whether your steam requirements are large or 
small, and whether your fuel be conventional or nuclear, 
you can look to Combustion for equipment of advanced 
design, built to the highest manufacturing standards. 


COMBUSTION ENGINEERING 


Combustion Engineering Building 
200 Madison Avenue, New York 16, N.Y. B-891 


STEAM GENERATING UNITS; NUCLEAR REACTORS; PAPER MILL EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; DOMESTIC WATER HEATERS; SOIL PIPE 
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ECuaADOR 


THIS LIVING CIRCLE 
STRENGTHENS THE AMERICAS 


The Maya civilization, centuries ago, rose 
to great heights and then perished in the 
jungle. Why? Perhaps because this re- 
markable people relied on one crop— 
corn; perhaps because they lacked eco- 
nomic and cultural contact with others. 

We of the Americas now realize that 
Interdependence is the key to our sur- 
vival. Today not one, but many crops 
and products flow northward from Cen- 
tral America . . . coffee, hides, lumber, 


bananas, cacao, abaca... 

Dollars for these crops and for Central 
America’s goods and services flow south- 
ward. They buy refrigerators. telephones, 
cars, tractors, and other manufacttred 
articles. 

Thus we have a living circle of eco- 
nomics that strengthens the Americas, 
bringing the people of the American Re- 
publics closer and closer in bonds of 
friendship and better living. 


United Fruit Company 


United Fruit Company has been serving the Americas 
usefully for 55 years—employing and developing human 


skills, conducting extensive research, cultivating, 
transporting and selling bananas, sugar and other 


crops, and expediting communications. 


} 





NEXT ISSUE: 


LORBES 


> 3 


Single Copy, 35c 





RAJAH OF RETAILING. “By all odds the greatest mind in retailing to- 
day”—that’s what they call Allied Stores’ B. Earl Puckett. Forses tells 
how Retailer Puckett bosses an emporium empire of 79 department stores 
with net sales well over half a billion dollars a year. 
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| carried out. 
| the BAC not only functions in a dual 
| capacity, but it fails to keep proper 





TRENDS & TANGENTS 


(CONTINUED FROM PAGE 6) 


Watered-down coffee is the current 
plague in Central America where 
heavy rainfall destroyed 32% of the 
1955-56 coffee crop. Since Central 
American coffee represents only 10% 
of American coffee imports, the 
shortage will not touch off anything 
like the spectacular rise in coffee 


| prices caused by the Brazilian crop 
| freeze of 1953. 


rs 
Conflict of Interest. The Business 


| Advisory Council of the Department 
| of Commerce may get its 
| clipped if the recommendations of a 


wings 


House investigating subcommittee are 
Among the complaints: 


records and retains a government 
lobbyist on its payroll—even though 
the council is itself a government 
agency. 
2 ° e 

GAW, which cleared a major hurdle 
when the U.S. Treasury Department 
ruled that trust funds established 
under the layoff plan can be deducted 
as business expenses, seems well on 
its way towards clearing another 
States where two-thirds of Ford’s 


| United Auto Workers live, say Treas- 


ury officials, must allow simultaneous 
state unemployment benefits and com- 
pany layoff pay. Despite Ohio’s re- 
fusal to go along with this condition, 
Michigan, New York, Massachusetts 
and New Jersey, which together ac- 
count for 65% of Ford’s work force, 
have indicated they will approve. 
* a o 

An electronic ‘cat's eye’ has been 
developed by the Air Force which 
“can see in the dark with daylight 


| clarity.” According to the Air Force 
| the new “optical amplifier” 


permits 

airborne observers to see the ground 

clearly on moonless winter nights. 
. . . 

Record high prices for steel scrap, 
now $50.17 a gross ton, has touched 
off a scrap in Washington over the 
Government’s loose export 
tions. While steel 


restric- 
production was 


| 100% of capacity late last month, the 


steel industry estimated that scrap 


| exports would hit a record 4,875,000 


net tons by year end, topping the old 
record set in 1937 when war-minded 
Japan was a big customer. The scrap 
industry, replying to scrap users’ 
heated protests, claims it must export 
because domestic consumers are not 
buying all available scrap. Said one 
steel industry spokesman: “Upward 
pressure on steel prices is near a 


| bursting point.” 
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New England’s annual “lobster crop,” 
which has steadily dwindled from 
the turn-of-the-century’s 31.5 million 
pounds to 3.5 million now, is worrying 
the sea food industry. To make up for 
the mysterious shortage, Massachusetts 
has established an experimental “lob- 
ster farm” at Martha’s Vineyard. The 
pilot plant hatchery reports that do- 
mestic crustaceans grow about 50% 
faster than their wild counterparts. 

& 2 . 

Distaff Executives. The Harvard Bus- 
iness School (men) and Radcliffe Col- 
lege Management Training Program 
(women) have merged. The move, 
says Radcliffe, reflects less sentiment 
than a desire to give Radcliffe stu- 
dents better business training, qualify 
them for more responsible positions in 


consumer goods industries, which | 


need more than ever a woman’s point 
of view. 
* - o 


Big Three plus Little Two equals Big | 


Four? Rumors of a merger between 
American Motors and Studebaker- 
Packard are making the rounds again 
after 1955 figures showed that the in- 
dependents garnered only .01% more 
of total car sales than they had the 
year before (4.32% of the total U.S. 
auto market vs. 1954’s 4.31%). Both 
companies again deny that any such 
move is contemplated—at present. 
. = . 

A new high in diversification may 

have been reached by the steelmaking 


Midvale Company when it decided to | 


sell its business and plants to Pitts- 
burgh’s Heppenstall Company. The 
sale, which finishes Midvale as a man- 
ufacturer of steel and forgings, will 
leave it with just one asset—$17 mil- 
lion in cash, including $6.1 million 
from the sale and tax credits worth 
$4.5 million. Midvale, which changed 
its name to General Industrial Enter- 
prises, Inc., will use the money and 
credits for “investment .. . in situa- 
tions which . . . present promising 
opportunities for ultimate financial 
profit.” 
e ° o 

To take the steam out of U.S. tex- 
tilemakers’ demands for import quotas 
on Japanese articles, Japan has vol- 
untarily set export quotas on cotton 
cloth and finished blouses. But Amer- 
ican textile manufacturers, badly 
frightened by the recent flood of Japa- 
nese goods, are not mollified, pointing 
out that Nippon firms can easily 
tranship textiles through other coun- 
tries for final release here. Sales to 
Canada, they note, are already rising 
spectacularly. 

es a7 aa 

No Pinci:x. Shoe industry prosperity 
keeps rising after long years of thin 
fare. Latest telltale: Brown Shoe’s 
record net, up 34.6% in its latest fiscal 
year, ended October 31. 
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pe trom the quality products 


» BORG-WARNER 


With 32 Divisions and Subsidiaries . . . with 42 plants and 3 specialty 
steel mills turning out hundreds of different products for many 
essential industries . . . Borg-Warner serves almost every American 
every day. 


Borg-Warner products ride the highways in 19 out of 20 makes 
of passenger cars . . . fly the skyways in commercial and military 
aircraft . . . till the soil on every leading make of farm implements 
. . . keep house with home equipment and appliances . . . help 
guard the nation with guided missile, jet engine and rocket com- 
ponents. And today Borg-Warner is increasingly active in the chem- 
ical, electronic and petroleum industries. 


Throughout the history of Borg-Warner, “design it better—make 
it better” has been the guiding principle. To continue this challeng- 
ing tradition, extensive new research facilities are under construc- 
tion, and production facilities are constantly being expanded. 


In the years ahead, Borg-Warner’s strict adherence to this prin- 
ciple will mean more and better products touching the life of almost 
every American every day. 


SEND FOR BORG-WARNER PRODUCT INDEX 


A complete cross-reference of all B-W divisions, subsiciaries and 
products serving the automotive, aircraft, agricultural, ma ‘ne, home 
appliance and military fields and related industries. An invaluable 
listing for al) executives. For a free copy, address: 

Borg-Warner Corporation, Dept. fF, P.O. Box 1119, Chicago, Ill. 





INDUSTRIAL 
COLORADO 


--.center of the West, 
America’s fastest growing 
major market. 


(Population gain rate 
double national 
average) 


SITE FACTS: 
Write for detailed, 











YOU, AS MANAGEMENT, 


act in the most enlightened 
self-interest when you maintain 
a sustained program of inves- 
tor relations which penetrates 
through the financial opinion 
leaders to the investing public. 


Such a program takes know- 
how. We have it. Our team is 
professional, skilled and expe- 
rienced. Five of our senior as- 
sociates are’ security analysts, 
and we think and talk the lan- 
guage of the investment com- 
munity. 


We invite consultations. No 
obligation. 


"A 


4 


GARTLEY & ASSOCIATES, INC. 


Financial Community Relations 
Share Owner Communications 


68 William Street e New York 5, N. Y. 
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LABOR RELATIONS 





From A Reporter’s Notebook 


Mistaken Identity: In a _ talk 
given before the Detroit Chapter 
of the National Office Management 
Association about the difficulties of 
sizing up people, Beatrice M. 
Chamberlin, National Director of 
Area 11 of NOMA and formerly 
with Mutual of Omaha, recalled 
an experiment in which a univer- 
sity dean, a railroad president and 
a good-looking imbecile were all 
dressed up in dinner jacket and 
black tie, photographed without 
identification, and presented to a 
number of test subjects who were 
asked to spot the imbecile. The 
railroad president wen. 


More Than Meets the I.Q.: Ac- 
cording to Dr. Alvin Lasko, Uni- 
versity of California psychologist, 
there is no accurate scientific 
method of measuring what is usu- 
ally thought of as_ intelligence. 
Existing I1.Q. tests, says Dr. Lasko, 
measure the capacity to succeed in 
school, not the ability to succeed 
in life. 


The Power of No Words: In 
Stavely, England, crane operator 
Ron Hewitt threatened to quit be- 
cause his workmates haven’t 
spoken to him since he refused 
to take part in a wildcat strike 
more than a year ago. He was 
tired of doing his job in sign 
language. 


On Behalf of Workers: Abraham 
Lincoln sent this succinct letter of 
introduction with a suppliant to a 
member of his staff: “My dear Sir: 
The lady bearer of this says she 
has two sons who want to work. 
Set them at it if possible. Wanting 
to work is sc rare a want that it 
should be encouraged.” 


Look Alikes: The first workable 
typewriter was described in an 
1873 catalogue as “The Typewriter 
—in size and appearance resem- 
bling the Family Sewing Machine.” 


In the Movies: IBM has put out 
an 18-minute color movie showing 
a Girl Friday’s career from student 
to private secretary. Called “The 
Right Touch,” the film is available 
free of charge from IBM’s Film 
Library. Endicott, N.Y., or get in 
touch with your local IBM branch 
office. 


The Numbers Game: Using a 


proved statisti- 
cal method, Dr. 
Frank Sargent 
of the Univer- 
sity of Illinois 
demonstrated 
that short- 
named months 
are hotter and wetter than long- 
named months. Just a sample of 
what can be done with statistics, 
said Dr. Sargent. 


tf 0 


Lawrence Stessin 


Weighing Executives: Overweight 
executives of Caterpillar Tractor 
Company find themselves with 
compulsory membership in_ the 
“Fat Man’s Club,” are dropped 
from club lists only when company 
seales register a drop in weight 


The Cost of Hiring: Rockwell 
Manufacturing Company says it 
costs about $275 just to hire a sala- 
ried employee, including only re- 
cruiting, interviewing and select- 
ing. 


A Fringe Without Benefit: The 
Rev. Dr. Theodore Palmquist, now 
pastor of \Washington’s Foundry 
Methodist Caurch, told a reporte 
recently that, when he got out of 
business college, he went to work 
for the Northwestern Mutual Life 
Insurance Co., but quit because 
there were too many girls in the 
office. “I spent all my time opening 
and closing windows and fixing 
typewriter ribdons,” he recalled. 


Gap in Training: Reports Psy- 
chology Professor Emerson Coyle 
of a_ student complaint: “You 
haven’t taught this class one thing 
about how to fool an employer 
about our qualifications for the job, 
or how to pad our job resumes, o1 
for that matter, how to cut angles 
in general.” 


Older Relations: Current serious 
office help scarcity has opened 
hard-to-fill secretarial jobs to 
women up to 55 years of age. One 
Chicago employer’s complaint about 
the older women: though they do 
better work, they don’t get along 
well with the kids in the office. 


Push-Button Banking: First Na- 
tional City Bank of New York is 
testing an electronic device that 
scans 7,200 travelers checks an 
hour, eight times faster than any 
previous method used. 
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READERS SAY 


Golden Twenty 
Sm: Shouldn’t Sears, Roebuck and 
Gulf Oil have appeared in your list of 
the Golden Twenty [Forses, Dec. 1]? 
—JOHN GRAVELEY 
Schenectady, N.Y. 


Forses erred. Here is a revised list of 
the 20 corporations traded on the New 
York Stock Exchange with the largest 
number of shares outstanding (including 
recent splits and new issues): 

5 No. of Shares 

Company Outstanding 
General Motors 278,697,000 
Standard Oil (New Jersey) ..196,306,422 
General Electric 
Sears, Roebuck 
U. S. Steel 
American Tel. & Tel. 
du Pont 
Socony Vacuum ... 
Standard Oil (Ind.) 
Standard Oil (Calif.) 
Union Carbide & Carbon 
Shell Oil 
Texas Co. 
Gulf Oil 
Sperry-Rand 
Dow Chemical 
Monsanto Chemical 
Aluminum Co. of America .... 
Southern Co. 
Columbia Gas System 


73,190,338 
53,471,263 
50,992,553 
45,549 948 
34,982,068 
32,755,871 
31,612,195 
. 29,126,619 
27,533,076 
27,430,824 


25,205,631 
23,136,675 
20,488,270 
20,346,715 
19,594,946 
19,577,335 


Ouick Switch 


Sir: In your Oct. 15 issue, you mention | 
that International Harvester decided to | 
pull out of the home appliance business | 


because that division was showing very 


little profit. As a stockholder, I am | 


somewhat confused because a short time 
before that article President McCaffrey 
said the company was getting set for an 


all-out effort to develop that division as | 


the No. 1 leader in the industry. 
—Freperick G. STATLER 
Kalamazoo, Mich. 


At the time International Harvester 


sold its Evansville refrigerator plant to | 


Whirlpool—Seeger, President John L. 


McCaffrey told FORBES’ editors that | 


studies showed that development of a full 
appliance line “would be a very ex- 
pensive long-range thing at best.” There- 
fore, Mr. McCaffrey said, his company 


decided to take the unexpected offer of | 
$19 million by Whirlpool-Seeger and | 
develop new products in our recognized | 


lines” (farm equipment, motor trucks, 
construction machinery, etc.).—Eb. 


Conspiracy ? 

Str: Why does Forses, normally so 
forthright and independent, feel com- 
pelled to join the general conspiracy ob- 
vious among U.S. newspapers and maga- 
zines in furthering the Ike-Can-Do-No- 
Wrong party line? .. . Let’s face it. Be 
realistic. Eisenhower is a pleasant chap 


but he still isn’t The Indispensible Man. | 


—Hersert E. Wesster 
Chicago, Ill. 


(CONTINUED ON PAGE 12) 
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. 26,615,000 | 





PANHANDLE EASTERN PIPE LINE COMPANY 


Producer, 

Long Distance 
Transporter and Supplier 
of Natural Gas, directly 

and indirectly, to an 
estimated population of 
over 12,000,000 and to 
industries in Texas, 
Oklahoma, Kansas, 
Missouri, Illinois, Indiana, 
Ohio, Michigan and the 


Province of Ontario. 


PANHANDLE EASTERN 














Informed investors know that one of 
the important characteristics of Panhandle 
Eastern is its ownership of substantial 
Matural gas reserves. 


Competition for additional gas supply 
to meet increasing demands has resulted 
in higher prices for gas in the field, and 
higher values for gas in the ground. 


The key to a dependable, adequate sup 
ply of natural gas is the never-ending 
search for additional reserves ... a 
search that calls for the courage to make 
enormous investments of new capital. 


The natural gas industry will continue 
to make these investments to locate new 
gas fields and to expand transmission 
capacity so long as there is adequate in- 
centive to encourage natural gas com- 
panies to find, produce and transport this 


superior fuel 


PIPE LINE COMPANY 

















How to pick a Broker 


Tackle the classified with blindfold and straight pin? 


Not recommended. 


Hold party for stock-owning friends, start discussion 


on brokers, take notes? 


Too expensive—party, that is. 


Make neighborhood survey, ask doctor, lawyer, mer 


chant, chief? 


Results not conclusive, difference of opinion. 


Best way? Easiest? 


Just call, come in, or write— 


Merrill Lynch, Pierce, Fenner & Beane 


70 Pine Street, New York 5, N. Y. 


Offices in 108 Cities 











Opening 
an account 


Our valuable booklet — yours 
for the asking — explains 
clearly and concisely how to 
open a brokerage account and 
engage in securities transac- 
tions. * Subject headings in- 
clude such informative items 
as — Buying Stocks — Selling 
Stocks — How Stock is “Sold 
Short” — Stop Orders — Divi- 
dends—Odd Lot Transactions. 
* The booklet also defines a 
number of stock market terms. 


We will mail your copy with- 
out obligation. Write for 
Booklet FS-21. 


Members New York Stock Exchange 
Principal Security & Commodity Exchanges 


One Wall Street + New York 5, N.Y. 








INVESTING YOUR 
MONEY <% TIMES 
LIKE THESE 


to bring you a safe, generous, 
assured lifetime income 


A free booklet tells you how, under 
a remarkable time-tested Annuity 
Plan, you can obtain a safe, gener- 
ous, lifelong income that never 
changes, never fails through good 

==» times or bud—while at the 


i same time your money 
poet! B helps in the vital work of 
| distributing the Bible 
See wee throughout the world. 
f maFor full details, send 

2a coupon today. 








r 
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AMERICAN BIBLE SOCIETY 

450 Park Avenue, New York 22, N. Y. 

Please send me, without obligation, your 
booklet FM-16 entitled ‘‘A Gift That Lives.”’ 





Address 





City 





Zone__ State. 
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READERS SAY 


(CONTINUED FROM PAGE 11) 


Kaiser Defended 

Sir: Your article on Henry J. Kaiser 
{[Forses, Dec. 15] was uncalled for. 
Certainly he hasn’t made much money 
with his automobile business—yet. That 
doesn’t mean, as you seem to infer, that 
he isn’t any good as an industrialist. How 
short can memory be? Have you forgot- 
ten what he did in World War II? Henry 
J. Kaiser, personally, was a major factor 
in that war, and without him there might 
not be any free enterprise in America 
today. I bought stock in Kaiser Motor 
Corp. in 1945 and 1946; I still have it, and 
I have not “long since grown weary.” I 
expect to make a profit on it. You can’t 
keep a good man down. —Cart SCHMIDT 
Long Island City, N. Y. 

It has been a long, —Eb. 


long wait 


GM & Monopoly 
Str: How long is General Motors going 
to get away with going into every busi- 
ness where there is a nickel to be made? 
[With] the power of their tremendous 
wealth [they can] drive competitors out 
of the field, just like they do their own 
dealers who refuse to take al! the new 
ears they can produce. From railroad 
equipment, to construction machinery, 
from household appliances to plastics 
(through du Pont). GM is increasingly 
dominating many other fields than the 
automobile industry. Wha* is a monopoly 
and where is the Federal government 
and the Sherman Anti-Trust Act? 
—Mrs. W. Samvet STEVENS 
Los Angeles, Calif 
Success, it seems, 


breeds success—Eb. 


So Long for a While 

Srr: Frankly, I have always ‘enjoyed 
Forses and feel that I have learned much 
from your fine magazine throughout the 
past 15 years or so I have been a reader. 

B. C. Forbes never disappointed me but 
once. That was the time he listed a half 
dozen qualifications (all of which I feel 
I possess) for what he said were num- 
erous $25,000 per year jobs. So far I 
remain at the $10,000 level. 

I am not terminating my subscription 
because of any violent objection to 
policy or quality but because I have 
made a pledge—which I feel to be 
sacrificial in amount—over the next 
three years toward the building of a new 
church in our parish. Forses is one of 
numerous privileges and pleasures I am 
doing without for this cause. 

I will appreciate hearing 
three years from now. 

—J. G. Hircucockx 


from you 


Pittsburgh, Pa. 


FDR & Free Enterprise 

Sm: What gets me in the attitude of 
readers like A. J. Gilardi [Readers Say, 
Dec. 15] is that they credit Eisenhower 
and the Republicans with the current 
bull market in stocks, but won’t admit 
that the Democrats achieved something 


far more basic and sounder than a ris- 
ing stock market. That is, a program 
which helps business itself—and not 
just its stocks—to expand. I’m thinking 
of such things as the Reconstruction 
Finance Corp. At a time when Republi- 
cans were merely saying that prosperity 
was just around the corner, but not 
doing anything about it, Roosevelt came 
up with a concrete program that helped 
finance corporations in their attempt 
to dig themselves out of the depression 
Where would some of our big Republi- 
can corporations be today if it weren’t 
for the fact that they got their start by 
borrowing money from the Democrats’ 
RFC? 

-WORTHINGTON 
Fort Benning, Ga. 


ADAMS 


Problem: People 

Str: Few people realize the important 

changes that are certain to take place 

because of the rapidly increasing 
rate of population growth. We must face 
the question: “Are there toc 
people?” 

The world’s population is increasing 
by at least 25 million per year. Only 
45 years from now it is expected to in- 
crease from two and a half billion to at 
least four billion This tremendous 
upsurge in the number of people during 
the next generation some rather 
frightening problems, as well as many 
promises of prosperity 

In large areas of the world, population 
is outrunning food supply and 
are going hungry. How can we 
the world food supply? My conclusions 
There will be a prolonged stock boom 
There will also be shortages of 
matcrials. In other words there are good 
times ahead if we plan 
imaginable disasters if we 

ERNEstT V. 
Allenhurst, N. J. 


many 


raises 
business 

people 
increase 
raw 
properly, 


do not 
MANDEVILLE 


un- 


Sir: What in the ever-lovin’, blue-eyed 
world is the transportation 
coming to? Is the stewardess you pic- 
ture serving food in your Western Ail 
Lines story (Dec. 1) really an authentic 
employee of Mr. Drinkwater’s airline, or 
just another cute dish supplied for the 
occasion by some advertising agency? 
Jack D. Taytor 


industry 


Dallas, Texas 


Authentic. And, as Forses’ editors who 
have taken Western’s champagne flights 
willingly attest, as welcome an adjunct 
to flying as the 
cigars.—Eb. 


gourmet meals and 


Stock Crash? 

Sir: Isn’t it perfectly clear to you and 
everyone by now that we are hell-bent 
for another 1929? All the signs point to 
it, and the warnings multiply every day. 
I have only to cite from your “Trends & 
Tangents” in the issue of December 15 
to make my point, to wit: Farm income 
is down 28% and may drop another 10% 
in 1956; Chairman of the National City 
Bank Howard C. Shepard (an honest 
man!) declared that the boom cannot 

(CONTINUED ON PAGE 14) 
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Do U. S. businessmen work too hard? 


OU KNOW how your wife would 
answer that. Maybe your doctor, too. 


But chances are, what gets you about be- 
ing too busy is that you just don’t have 
time to think about a lot of things that 
need thinking about. 


Take your accounts receivable and other 
business records, for instance. Probably 
you’ve never ‘given much thought to 
where you keep them. . . or what would 
happen ir case of a fire. 

: 


You keep them in a safe? How safe a 
safe? Unless it bears the Underwriters’ 
Label, chances are it would simply in- 
cinerate them. 


And, remember. Once a fire starts, all a 
fireproof building will do is wall itin... 
make it hotter. And you won’t be able to 
collect fully on your fire insurance unless 
you can provide “proof of loss within 60 
days”’—next to impossible without records! 


Don’t minimize this danger. It’s ruinous! 


Out of 100 firms that lose their records 
in a fire—43 never reopen. If your safe is 
old, or doesn’t bear the Underwriters’ 
label, or carries a lower rating than your 
fire risk calls for—replace it! Get the safe 
that has never failed—the famous Mosler 
**A”’ Label Record Safe. It’s the world’s 
best protection. ; 
Look up your Mosler dealer in the phone 
book, now, or mail coupon for the free 
booklet, ‘What You Should Know About 
Safes.”’ 


iF IT'S MOSLER .. . IT’S SAFE 
a Myf 
Mosler Safe 


FREE! Mail Coupon! 


Please send me a free copy of your new booklet, “What 
You Should Know About Saf Tells danger of in- 
adequate protection, mean f other vital 


‘ : 
facts. Also, send me a new M r Record 


Safe catalog 


The Mosler Safe Company, Dept. F-1, 320 Fifth Avenue, New York 1, N. Y. 


| 





The Mosler “A” Label Record Safe has 
passed the Underwriters’ most severe 
fire test—at 2,000° F. Handsome. 
Modern. Equipped with “Counter Spy” 
Lock. Full range of sizes—at lower 
prices than most people quess! 
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The Declaration of Independence is 
protected by a 50-ton Mosler Sofe. 
Mosler built the Fort Knox Gold Vaults, 
ond the voults thot withstood Hiro- 
shima’s A-Bomb. Only Mosler Safes ore 
bocked by such ¢ reputation! 


ees ee 


PIRM NAMEW...___. 


ZONEW....._. STATE 





READERS SAY 


(CONTINUED FROM PAGE 12) 


continue at the present pace; more busi- 
nesses failed in October than at any 
time since 1940; merger fever (just an- 
other indication of the “fevers” beset- 
ting American business today) is higher 
than at any time since 1929; there is a 
new glut in plywood—shall I go on? 
Just to clinch my argument, I have 
only to cite some of the best authorities 
available on the precarious present state 
of affairs. Your same issue of December 
15 contains an extremely interesting item 
in “The Funds” section, which announces 
that 70% of mutual fund managers are 
“going into cash” and getting rid of their 


stock in today’s market, while only 12% 
have increased their stock commitments. 
These men know what they are doing; 
they are cold canny experienced pro- 
fessionals. Are you at Forses? How about 
an editorial to warn the investing com- 
munity of the imminent crash? It is only 
fair. You know what’s going to happen, 
why not let other people know? 
Puitie ConrabD 
Philadelphia, Pa. 


Forses wishes it could be as certain of 
the future as reader Conrad is. Lacking 
his prescience, we can only note that the 
majority of informed opinion predicts 
good business conditions for the first 
half of 1956, but some uneasiness about 
continuance of a full stock market.—Ep. 

Sir: 


Is the author of “Signs of the 





UNDERWRITERS 
DISTRIBUTORS 
DEALERS 








CALLEN & COMPANY 


ESTABLISHED 1922 


NEW YORK 4, NEW YORK 








Securities of 


INDUSTRIAL CORPORATIONS 
INSURANCE COMPANIES and BANKS 
PUBLIC UTILITIES 
RAILROADS 


MUNICIPALITIES 
PUBLIC REVENUE AUTHORITIES 








Times” [Forses, Dec. 15] worried that 
the high proportion of common stock 
issues [in 1955] means that we may be 
heading for another market crash? If he 
is, you might remind him that the Demo- 
crats, who had to be called in to get 
this country out of the Depression, 
passed a lot of laws and set up a lot of 
commissions to make sure that this 
country will never again have to be 
dragged into a depression by the reck- 
less practices of a few men who control 
the purse strings. I’m thinking in par- 
ticular of the Securities & Exchange 
Commission. Wall Street never has for- 
given Roosevelt for that one. But in- 
vestors are a lot safer because of it. 
—ANDREW MELLOR 
Spuyten Duyvil, New York, N. Y. 


Despite the SEC—or any other regula- 
tory agency—the stock market continues 
to go up and down.—Eb. 


Flying too High? 

Sm: Your lead article on Republic 
Aviation Corp. [Forses, Dec. 15] 
is .. . a little starved for oxygen. Using 
your figures of estimated 1955 sales and 
earnings, Republic is going to net be- 
tween 2.9% and 3.2% on sales, less than 
the average for the industry, and con- 
siderably less than the 4.4% that you in- 
dicate for Grumman. Strictly on the 
basis of the graphic comparison between 
these two companies, one would consider 
Grumman the better performer . 

—JouHNn C. SNEDEKER 

Bellport, N. Y. 


Reader Snedexer is correct, but misses 
the article’s point: that Republic’s 
fortunes are clearly on the way up. Of 
particular interest: the future promise 
of Republic’s new planes and indications 
that they have made a hit with the Air 
Force.—Eb. 


Questions on Mutuals 

Sm: After reading 
[Forses, Dec. 15] and, as a mutual 
shareholder, I wonder: 1) Why doesn’t 
your magazine rate the management of 
the mutual funds as you do the various 
industries at the end of each year? 2) 
What is your feeling on the average 8% 
loading charge—too high or justified? 
and 3) If 70% of the reporting mutual 
funds are assuming a “defensive posi- 
tion” at present (i.e., holding cash), why 
don’t they go into bonds, preferred stocks 
and real estate mortgages instead of try- 
ing to catch the dips in a none-too-sure 
continuing “bull” market? One of the 
nationally syndicated business writers 
recently stated that a large proportion of 
year-end dividends were being reinvested 
by individual shareholders in bonds, not 
stocks. 


“The Funds” 


—E.1t Sweet 
Chicago, Ill. 


Replying to Reader Sweet’s questions: 
1) Good idea; 2) half and half; 3) they 
do when they think they should except 
that they rarely can switch rapidly. “Bal- 
ance” funds always keep part of their 
assets in bonds and preferreds as a matter 
of policy.—Eb. 
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You can feel the progress which is taking place throughout the state 
of New Jersey. 


It’s almost a contagious sort of feeling, spreading through industry, business, 


commercial establishments and new housing developments. 


There is still plenty of room to grow in New Jersey, the Crossroads of the East. 
And Public Service is keeping pace with this growth by building and 

expanding our electric and gas facilities. With one new $100,000,000 generating 
station under construction at Linden, the company recently announced plans 


to build another station costing approximately $129,000,000 in Bergen County. 


Never have we attempted to gaze into a crystal ball. But 1955 was 


wonderful and we see no reason why 1956 will not follow the same pattern. 


Every yardstick indicates that 
New Jersey’s leadership will be 


maintained in the years to come. Y UB LICQASERVICE 











In 1953...19 states. In 1956...service expanded to 30! 
To this spectacular growth add new manufacturing facilities 
that help supply the needs of 5000 independent telephone companies. 
Better equipped ...serving America’s fastest growing areas... 
General Telephone faces the future with confidence. 


fms) GENERAL TELEPHONE SYSTEM 


ONE or AMERICA’S GREAT TELEPHONE SYSTEMS ° 260 MADISON AVENUE NEW YORK, WN. Y.- 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


1956 BUSINESS PROSPECTS 

Most portents indicate that this year the economy 
of the nation will be even more prosperous than 
during booming 1955. In the year just past, the total 
value of all goods and services 
produced reached approximately 
$388 billion, an increase of $26 
billion over 1954. In the year 
ahead this gross national produc- 
tion will likely exceed for the 
first time $400 billion—Carroll M. 
Shanks, prudent president of Pru- 
dential Insurance Company, esti- 
mates a rate of $410 billion by the end of the year. 
Recently Walter Williams, Under Secretary of Com- 


President 
Carroll M. Shanks 


problems of prosperity-induced scarcities in many, 
many lines will be accentuated, and undoubtedly 
the trend of industrial wages will continue up. An 
increase of $13 billion in personal income is fore- 
seen, and it is estimated there 
will be $11 billion more in con- 
sumer spending. 

The flies in the ointment? 

Hardly anyone anticipates that 
as many automobiles will be sold 
this year as last. Undoubtedly, 
auto sales will recede. 


Under Secretary 
Housing starts are already a 
slightly behind a year ago and will probably re- 


flect a small decline for the overall year. 


merce, forecast that 
President Eisenhower’s 
estimates of a $500 bil- 
lion economy by 1965 
would be reached well 
ahead of that time. 

What is the basis for 
this widespread opti- 
mism that 1956 will be 
an even better year than 
the record-breaker just 
completed? 

Prime sparkplug for 
the added zip will be 
spending by industry it- 
self. Completed surveys 
by the Department of 
Commerce show that 
business is biueprinting 
12 percent more spend- 
ing for new plants and 
equipment, an increase 
of $3 billion for capital 
expenditures to meet ex- 
panding demand, to meet 
competition, to hold 
down costs through in- 
creased efficiency. The 
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RATING MANAGEMENTS 


Seven years ago when, as associate FORBES pub- 
lisher, | approached my father on the idea of giving 
specific scores to the somewhat intangible qualities 
of management, he was somewhat startled and ex- 
pressed reservations as to the project's feasibility 
But as the editors tackled the task and, over o 
period of months, put together the first such ratings, 
his enthusiasm mounted and in the first issue to carry 
the Report Card, he wrote: 

"This issue is unique. Our modern-genera‘ion edi- 
tors have tackled the colossal task of analyzing 
and rating the managements of some 149 leading 
companies . . . youth rushes in where age hesitates 
to tread! The daring job has been most thoroughly, 
painstakingly, conscientiously done over a period of 
months and over far-flung areas .. . We plan to 
make this an annual feature—and hope to improve 
upon the initial attempt.” 

In succeeding years changes in the techniques of 
analysis and the benefits of experience have won 
for this annual management rating steadily increas- 
ing stature. Today in the financial community with 
its hundreds of thousands of individual shareholders 
it is used as an investment guide post, as a criterion 
for determining the wisdom of putting money into 
or taking money out of the companies analyzed. 

Forbes editors feel this eighth report is the sound- 
est, most thorough-going to date. 








The federal govern- 
ment is likely to succeed 
in cutting its spending 
by another $1 billion. 

Farm income, lament- 
ably, will drop a little 
more. 

What offsets these mi- 
nus signs? 

The slackening in auto 
sales will be more than 
taken up by industry’s 
own expansion program. 
Steel is planning expan- 
sion of capacity and 
needs great quantities of 
its own production, now 
in such short supply, to 
do the job. Heavy equip- 
ment manufacturers of 
such items as freight 
cars have been kept 
from maximum produc- 
tion by shortages, and 
the modest drop in new 
housing starts also will 
be more than offset by 
this rising volume of in- 
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dustrial construction. The creation of new indus- 
trial facilities takes enormous quantities of capital 
goods, provides great employment and substantial 
purchasing power. 

The drop in federal spending will be replaced by 
an estimated increase of $2 billion in spending by 
government on the state and municipal level. 

Another dip in total farm income is more apt to 
have severe political repercussions than economic 
consequences during the coming year. Further, 
there is the probability that the political tempta- 
tions of reducing federal taxes in an election year 
will prove insurmountable and such a reduction 
in the present income area will add additional bil- 
lions to consumer purchasing power. 

To summarize: there will be more jobs, more per- 
sonal income, more money available to be spent, 
and there is every indication that both individual 
consumers and business itself intend to spend it as 
never before. 


At the beginning of this new year it would seem 
that our problem is more one of bridling a boom 
that may run away, rather than fearing or facing 
a bust during the months immediately ahead. 


au 
“MS 


WHAT MAKES A “CHIP” BLUE? 


Every investor knows what he means when he 
refers to certain stock issues as “blue chips.” But 
what brings about the general concensus in the 
financial community that a particular company 
merits that description? I assume it would take a 
fabulous amount of statistical research and a multi- 
plicity of voluminous volumes to arrive at a valid 
definition—and then it would more than likely be 
studded with exceptions. 

One indisputable criterion determining the de- 
gree of blueness in any chip stock is undoubtedly 
the amount of institutional cash flowing through 
a corporation’s fiscal veins. The New York Stock 
Exchange has just completed a valuable, informa- 
tive compilation of the extent of institutional in- 
vestment in 25 companies which the Exchange 
terms blue chip issues. For definition purposes in 
this connection the Exchange used three criteria: 
common stock with (1) the largest total market 
values, (2) which paid cash dividends without in- 
terruption for 25 years or longer, (3) with the 
largest proportions of listed common shares held 
by the institutions consulted. 


The 134 institutional investors participating in 


18 


the study owned almost 10 per cent of the common 
shares of the 25 corporations, with a market value 
of 12.3 per cent of the total market value of over 
25. Coca-Cola leads the parade of institutional 
favorites with almost a third of its common stock 
held by the 134 institutions, and du Pont at 28% 
per cent is a close second. 


Through substantial holdings of a common stock 
by institutional investors, other individual share- 
holders benefit from a built-in safety factor. Insti- 
tutional investors are seldom subject to panic sell- 
ing or emotional day-to-day portfolio gyrations. 
Their investments are soundly considered with a 
long-range point of view. Shifts in portfolio hold- 
ings are usually done quietly and over a period of 
time. 


25 LISTED "BLUE CHIP" COMMON STOCKS MOST 
POPULAR WITH 134 INSTITUTIONAL INVESTORS 


No. Shs Shs. Hid % Of 
Listed By These Total 
12-31-54 Market Value Inst’ns Listd 


Allied Chem. & Dye 
Amerada Petroleum. . 


9,105,822 
3,688,300 
10,855,591 
12,853,059 
4,144,693 


937,899,666 
837,244,100 
489,851,595 
552,681,537 
344,009,519 


1,242,722 
622,812 
872,270 

1,261,052 
272,674 


American Can 
Amer. Gas & El. ... 
Caterpillar Tractor 


C. I. T. Financial ... 


Coca-Cola 


9,125,319 
4,280,805 
16,607,050 
2,659,008 
22,651,017 


428,889,993 
488,011,770 
763,924,300 
396,192,192 
1,064,597,799 


750,793 
1,305,140 
942,209 
159,464 
1,113,558 


Commonweolth Ed .. 
Corning Glass Wks.. . 


Dow Chemico!l . 


45,604,345 
17,407,109 
4,098,471 
5,270,051 


7,615,925,615 
1,235,904,739 
1,483 646,502 

$53,355,355 


12,996,334 
888,899 
235,137 
455,627 


Eastman Kodok .. 
int'l Bus. Mach. 
Monsanto Chemical. . 


11,318,443 

7,362,045 
11,770,994 
35,512,203 
30,106,851 


713,061,909 
463,808,835 
447,297,772 
1,953,171,165 
2,288,120,676 


968,290 
465,985 
616,340 
1,709,619 
1,533,116 


National Lead 
National Steel 
Philadelphia Elec. .. 
Socony Mobil Oil ... 
Standard Oil of Cal. 


Standard Oil (ind.). . 
Standard Oil (N. J.). 
Texas Utilities 

Union Pacific R.R. .. 
United Fruit 

U. S. Gypsum 


32,466,814 
65,433,474 
5,905,000 
445,820 
8,775,000 
1,651,044 


1,525,940,258 
7,197 682,140 
389,730,000 
675,764,640 
482,625,000 
374,786,988 


2,367,927 
4,267,974 
669,846 
377 684 
454,643 
179,450 


TOTALS 383,098,328 $33,704,124,068 36,729,565 9.6 


The 134 institutions whose holdings are included in the above table are life in 
surance companies, fire and casualty insurance companies, mutual funds, 
closed-end investment panies, college endowment funds and foundations; 
while excluded are holdings by pension funds, trusts and estates, investment 
clubs, non-financial corporations, religious organizations, personal holding 
companies, profit-sharing plans, mutual savings banks and other institutions. 
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TO THE MAN WHO’S NEVER FLOWN ... 





Let the VISCOUNT be your introduction to air travel . . . for here is the ultimate 


in swift, smooth, quiet flight. You'll be flying the world’s most modern airliner, 
powered by four Rolls-Royce turbo-prop* engines and proved by more than € 
a billion passenger miles. The quiet elegance of the VISCOUNT is preferred at! sta 
by experienced travelers everywhere. ® Jet-prop 
AIRLINES 


Fly the Capital Viscount from — 
Chicago, Detroit, Cleveland, Pittsburgh, Norfolk, Washington, New Y ork 

















a WHAT IS GOOD MANAGEMENT? 








One of the most important questions investors must 
decide is: “How good is this company’s management?” 
Past results, present financial and competitive position, 
the flow of money into new products, plant and research 
—all these are subject to fairly accurate scrutiny. But 
how do you judge the most important item in a com- 
pany’s future success, the sheer capability of its man- 
agement? Because it is intangible, quality of manage- 
ment is one of the most difficult things to measure. 

In this issue, ForBEs examines some 200-odd leading 
American corporations in just this matter of manage- 
ment capabilities. (Year by year, Forses’ editors ro- 
tate the coverage of industries.) To help with the job, 
graphic yardsticks have been devised to answer four 
basic questions about how management is doing: 


* How profitably is management putting stockhold- 
ers’ investment to work? Forses’ first yardstick, Earn- 
ING Power, answers this question. It shows the ratio 
between net earnings and stockholders’ equity in such 
a way that one company’s performance can be com- 
pared with that of another. 

This is a telling item. If, for example, a corporation's 
management cannot produce a fair return (even sav- 
ings banks pay 3% these days), clearly searching ex- 
amination, re-evaluation is in order. 


* How fast is management making stockholders’ 
equity grow? The second yardstick, GrowTH Power, 
answers this question. It shows the average annual per 
cent increase in stockholders’ equity per share over 
the last five years. 

Past growth, of course, is no guarantee for the future. 
But it is presumptive evidence that management is 
concerned with, and effective in, capital formation in 
the interests of investors. After all, apart from income, 
what investors are most concerned with is growth 


As to income, this question arises: 

* How adequately is management letting stockhold- 
ers share in the profits? The third yardstick, Payout 
vs. PLOwBACK, shows what proportion of earnings man- 
agement is paying out to stockholders, and what pro- 
portion it is plowing back into the business. 

In our growing economy, it would be suicidal for a 
company to pay out all its earnings habitually to stock- 
holders. On the other hand, when it does retain part of 
earnings, the burden of proof is on management to 
show in unmistakable terms that their retention is 
justified by the needs of the business in the longer-run 
interests of stockholders. 


So this question arises: 

* How effectively is management putting plowed- 
back earnings to work to create new profits? Forses’ 
fourth yardstick, PLowBackK PERFORMANCE, measures 
this. It shows the relationship between plowed-back 
and the resultant increase in profits, if any 








Certain conclusions inevitably arise. If, for example, 
a company continuously plows back a considerable 
portion of earnings, and merely succeeds in maintain- 
ing its position, it is clear either: 1) that the actual 
dividends paid out, and not reported earnings, are the 
truest measure of the company’s profitability; or 2) 
that management has been unable to make good on the 
“patient money” it has persuaded stockholders to leave 
in the business. 

These yardsticks, we think, provide useful guides in 
appraising a management’s fundamental success and 
judgment. Obviously there are modifying factors to be 
taken into account. One would not, for example, ex- 
pect a food company to produce as large profits on 
sales as a sulphur producer; nor a sulphur producer to 
show as much growth as an oil company. Yet, ap- 
proached with a little common sense, they are very 
revealing. 

The yardstick results thus play an important part in 
our scoring of each company’s management capabil- 
ity. But many other considerations have also been 
weighed in, and comment on them appears in the text 
of each study. Among these are: 

* How effective is management in wringing a profit 
out of its business as compared with competitors? This 
question is answered by comparing their pretax profit 
margins (to eliminate distorting tax considerations) 

* Even more important, which way is the company’s 
profit margin trending? A luckily situated manage- 
ment may be able to show a very satisfactory profit 
margin almost withcut effort, but neglect may be 
causing it to trend downward, a circumstance boding 
future trouble. Conversely, a poorly situated manage- 
ment may be doing a good job of restoring the com- 
pany’s fortunes, even if the present profit margin is 
not high. 

* Is management complacent or aggressive in bet- 
tering its company’s position? In a prosperous outfit, 
complacency may foreshadow a fall; in an unprosper- 
ous one, a dissipation of stockholders’ equity (shown 
by a continuous, serious drop in book value) 

* Have there been recent management changes? If 
so, performance may be changing. Forses’ editors 
make the appropriate comment when this applies 

* Is the company habitually first or last to exploit a 
promising new field, introduce new products? With 
what success? Mere diversification, that modernday 
magic word of industry, is not necessarily a good thing 
The important question is: How well is the new ven- 
ture paying off? 

These are just a few factors entering into Forses’ 
ratings. Others, such as debt management, working 
capital position, shrewd merger policy, and apparent 
concern for investors’ interests, also figure in. Every- 
thing, in short, that might reveal management's ability 
and determination to safeguard and promote stock- 
holders’ interests 
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The story of seeding and 
cultivating one-half billion dollars ! 


International Harvester has seeded one-half billion 
dollars in capital expansion during the last 12 years. 

We are cultivating this investment in many ways. 
We have increased our domestic manufacturing space 
by almost 2% million square feet. We have increased 
our product distribution space by more than three 
million square feet. We have doubled our engineering 
and technical staff in the past 11 years. 

This optimistic investment has been good for our 
company, our employees and our share owners. It has 
also proved beneficial for the communities we work 


in. Jobs for 10,000 new employees have been created. 
We now number 80,000 with the total payroll for 55 
reaching more than $350 million. (The total payroll 
for the past 11 years has been $342 billion.) 

Our sales for 1955 were more than $1,150,000,000. 
This is about double the 1945 figure. In 1945 there 
were 39,200 IH stockholders. Today there are 106,000 
—an increase of 214 times. 

Good seed, carefully cultivated and neurished by 
faith in the future of this country results in a plentiful 
harvest for all. 


ied 
INTERNATIONALPMHARVESTER 
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AUTO PARTS 


Wuen Detroit’s giant automakers de- 
cided that 1955 would be a good year 
to roll a record 8,000,000 cars off their 
assembly lines, Wall Streeters were 
jubilant. No less pleased were the 
smaller independent companies whose 
traditional role has been to make 
roughly half of all the parts that go 
into the nation’s automobiles. Despite 
the usual third-quarter shut-downs 
caused by Detroit's change-over to 
the next year’s models, all parts sup- 
pliers save one managed to earn more 
money in 1955’s first nine months than 
they had in all of 1954. Only Thomp- 
son Products, for reasons of its own 
(see below), was an exception. Even 
Eaton Manufacturing, slowed down 
by a nine-week strike in its big axle 
division, boosted its nine-month 
earnings nearly 48°. 

But even at the height of the auto- 
motive prosperity last year, Wall 
Street withheld its final approval of 
the parts companies. Most of their 
shares were selling at ratios as low 
as six- or seven-times earnings. Only 
Electric Storage Battery and Thomp- 
son Products sold as high as 12-times 
earnings, a shade under the average 
for all industrial stocks. 

Stigma Attached 

Why this skepticism in Wall Street? 
For one thing, hardly anyone, even in 
the notoriously optimistic automobile 
industry, seriously thought that auto 
production in 1956 could be held: at 
an eight-million-a-year rate. True, 
some auto men were saying in public 
that 1956 would indeed see another 
eight million new cars. But in private, 
their highest guess was only 7.5 mil- 
lion, and many thought the figure 
would be far less. Outside the indus- 
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FORD ASSEMBLY LINE 


Too many uncertainties, too few customers. 


try, some economists estimated that 
auto sales this year would drop about 
10%, from last year’s 7.3 million es- 
timated sales to 6.5 million, thereby 
dragging auto production down 15%, 
from 8 million to 6.8 million. 
Whatever figure proves right, Wall 
Street continues to attach a stigma 
to those parts makers who have neg- 
lected to spread their sales risk by 
branching out into other lines—the 
same stigma, incidentally, that at- 
taches to most industrialists who 
choose to coast along on orders from 
a single parent industry without 
showing much initiative to become 
their own masters. In the automobile 
industry, moreover, Wall Streeters 
have taken due notice that the parent 
is hell-bent on grabbing business 
away from the child. Not only are 
automakers more and more seeking to 
cut costs by building as many of their 
own components as possible, but they 
are also out for an increasing share 
of the replacement parts market—the 
only important source of high-profit 
income that many parts makers have. 


— BOX SCOR-—— 


Here is how FORBES’ editors rate the 
management capabilities of ten auto 
parts suppliers (100% = perfection): 


Borg-Warner ($298.2)* 90 
Budd (157.8)..... 85 
Electric Auto-Lite (157.8)... 80 
Thompson Products (136.5) 90 
Rockwell Spring & Axle (121.2) 85 
Timken Roller Bearing (107.6) 90 
Dana (93.0) .. oe 95 
Eaton Manufacturing (88.1)... 90 
Electric Storage Battery (74.3) 85 
Kelsey-Hayes Wheel (55.7)........... 85 


*iIn parentheses, total assets in millions as of 
latest report 











Rough Customers 

Originally some automobile 
tories were little more than assembly 
points for parts made elsewhere. To- 
day a rule of thumb in the auto in- 
dustry is that it buys only those parts 
that it cannot make as cheaply itself 
A decade ago automakers bought 
about 60% of their components from 
smaller suppliers; today they make at 
least half of the parts 
themselves. 

But in buying the rest on the out- 
side, the giant automakers have 
earned themselves the reputation of 
being pretty rough customers. Fre- 
quently they agree to buy a newly- 
developed auto part only on con- 
dition that the specialist firm which 
researched and engineered it will 
eventually hand over full manufac- 
turing rights. 

“To survive in this risky business,” 
says one parts maker, “we have to 
keep one jump ahead of our cus- 
tomers’ own engineers. By the time 
they get full use of our patents, we 
try to be ready to trot a new model 
out of the back-room.” 

Three Accounts 

Although its ranks have dwindled 
under severe competition and through 
absorption into the Big Three auto 
corporations, there probably always 
will be an auto parts industry. The 
big assemblers simply cannot con- 
centrate on researching and develop- 
ing new auto parts as efficiently as 
the specialized smaller companies. 
But this is, at best, a painfully small 
consolation. 

At present, the auto suppliers have 
only three major customers for their 
parts. General Motors, Ford and 
Chrysler make 95% of all the cars 
produced in the U.S. Whereas in 
some industries a company does not 
consider itself it has 


fac- 


component 


secure unless 











AUTO-LITE’S FA? VEY 


The concession was belated. 


several thousand sales accounts, the 
parts makers are really at the mercy 
of only three. And as past results 
have shown, the Big Three have not 
been overly merciful. 

Always Right? 

For a classic example of a com- 
pany that has geared itself too long 
to the swiftly changing fortunes of 
the automakers, Wall Streeters had 
only to turn to Electric Auto-Lite, 
the Toledo parts supplier (ignition 
units, storage batteries, spark plugs, 
lamps and the like) whose proved 
slogan, “You’re Always Right with 
Auto-Lite,” has been something of a 
dirge in recent years. However re- 
liable its products, Auto-Lite has 
been manifestly wrong in hitching its 
wagon to (1) a relatively small num- 
ber of products and (2) a scanty cus- 
tomer list. Not only has Auto-Lite 
been too hopefully counting on the 
automakers to supply 90% of its total 
business, but it has relied on a single 
customer, Chrysler, for almost half 
of it. (Another big Auto-Lite cus- 
tomer: Ford.) 

In 1954 when Chrysler foundered, 
Auto-Lite skidded $1.7 million into 
the red. Only a $2.4-million tax credit 
permitted President James P. Falvey 
to report earnings of 45c a share—an 
alltime low. 

Re-charged 

Last year Falvey scooted around 
like a hopped-up flivver in a do-or- 
die attempt to re-charge his ailing 
company’s sales batteries. He slashed 
Auto-Lite’s heavy advertising budget, 
co-ordinated sales of replacement 
parts (30% of its 1954 gross), com- 
bined the operations of three separate 
plants under one roof at Syracuse, 
N.Y. and shelled out $4 million to ex- 
pand his Sharonville, Ohio bumper 
plant. By the time Falvey shut his 
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plants for the Christmas holiday, he 
had spent $13.5 million ($7 million of 
which came out of depreciation 
charges) and was dreaming up ways 
to put 40% of Auto-Lite’s business 
in non-automotive lines. 

This belated concession that the 
auto parts business is not exactly all 
it has been cracked up to be came 
at a time when Auto-Lite was begin- 
ning to look a trifle prosperous. Its 
$6.8-million profit at the end of 
September fooled neither Falvey nor 
the Wall Streeters who beat down the 
price of its stock as soon as Falvey 
denied he was taking his company 
into Chrysler’s corporate fold. But the 
very fact that such a move did not 
seem the slightest bit illogical was 
indicative that Wall Streeters were 
well aware that Auto-Lite’s prosper- 
ity was possible only because of 
Chrysler’s. This same tie-up, more- 
over, had pulled its profit margin from 


BATTERY TEST 
No gilt-edged guarantees. 


a respectable 13.6% in 1950 to a woe- 
ful 2% four years later. 
One Lower 

Only one other parts supplier— 
Electric Storage Battery — was in 
comparable straits. Once a blue chip 
among auto suppliers, the Phila- 
delphia batterymaker was sporting a 
10% profit margin as late as 1950. Two 
years later it was collecting only 3.4c 
(before depreciation and taxes) on 
each dollar of sales. In 1954, ESB 
wound up with a low 1.9% profit mar- 
gin, its worst in memory. 

On the surface, there seemed to be 
no logical reason why Electric Storage 
should not have been tallying regu- 
lar profits. As the U.S.’s largest in- 
dependent producer of storage bat- 
teries (Willard, Exide), half of its 
batteries are sold to utility, agricul- 
ture, mining, communications, rail- 


road and aviation industries. Even 
though its product line is a little thin, 
its diversification of customers makes 
it much less vulnerable to the auto- 
makers’ fortunes than Auto-Lite. 

Better still, some 70% of the auto 
batteries Electric Storage does sell 
are replacements, supposedly a much 
more profitable and secure source of 
income than those that are sold di- 
rectly to auto assemblers. 

Theory & Practice 

Somehow or other, Electric Stor- 
age has managed to disprove one of 
the parts industry’s favorite rules of 
success. When Swedish-born C. F 
(for Carl Folke) Norberg, 57, took 
over the presidency of Electric Stor- 
age late in 1954, he found that a long 
list of customers and high-margin re- 
placement business were, in them- 
selves, no gilt-edged guarantees of 
profitability. Caught between increas- 
ing raw materials prices (principally 
lead) and competitive cost-cutting, 
Electric Storage’s earnings had 
dropped steadily from $6.1 million in 
1948 to $1.7 million in 1953. 

Things got worse before they got 
better. In 1954 Electric Storage actu- 
ally lost money on its manufacturing 
operations, reported a $7.8-million 
net profit only by selling its British 
subsidiary, Chloride Electrical Stor- 
age Co., Ltd. 

Cash from Chrysler 

Like Auto-Lite last year, Electric 
Storage rode back to profitability on 
Chrysler’s assembly line. Its nine- 
month earnings rose to $1.4 million 
from a $794,752 loss in the corre- 
sponding 1954 period. But Norberg 
had also taken steps to prevent any 
such collapse as occurred in 1954. 
Last year he continued a cost-cutting 
program, weeded out his payroll and 
consolidated and modernized Electric 


ESB’S NORBERG 


A rule was needed, 
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Storage’s Philadelphia operations. By 
year’s end substantial royalties were 
starting to roll in from Electric Stor- 
age’s new low-cost method of pro- 
ducing batteries, and its subsidiary, 
Stokes Molded Products (battery 
cases, plastics, valves and pipe-fittings 
for the chemical industry) was begin- 
ning to look like a steady source of 
income. 

From a_ stockholder’s standpoint, 
so were dividends. Early last year 
Norberg retired the company’s long 
term debt, thus giving common stock- 
holders the first crack at its earnings. 
Up until now, ESB investors have 
not done too badly. While ESB’s man- 
agement has not been able to keep 
equity growth and return on equity 
in line with the industry average, the 
50° payment over the past five years 
is at least fair. Especially so since 
ESB gets better mileage from each 
plowed back dollar than any other 
parts maker with the exception of 
Dana Corp. (see yardsticks). 

First in Bearings 

In much the same way that Auto- 
Lite and Electric Storage are lead- 
ers in their own particular product 
lines, Timken is first in roller bearings. 
Unlike them, however, Timken, which 
makes its own steel (capacity: 650,- 
000 tons) and grinds out one of the 
highest profit margins in the business 
(23.9% over the past five years), 
has suffered only relatively mild ups 
and downs. If any moral is to be 
drawn from the Timken story, it is 
this: if a company is loathe to diver- 
sify its products (and Timken still 
sticks largely to bearings) it should 
at least make a product that is sold 
to practically every other industry in 
the land. Timken’s own account book 
is so diversified that it cannot be 
strictly categorized as an auto sup- 
plier at all. 

Automakers do comprise Timken’s 
main single source of income, but 
even at that they account for a mere 
25° of its sales. Thus, during the 
auto industry’s lean years Timken 
has always been able to count on 
steady profits from sales to makers of 
machine tools, industrial machinery, 
farm implements, road building ap- 
paratus and railroad axles. 

Last year the Timken formula 
worked wonders. Its nine-month 
profits shot up 119%, to $16.2 million, 
more than it had ever earned in any 
previous full year. Mindful of stock- 
holders, to whom he has handed out 
a fat 61% of earnings in the past five 
years, President William E. Umstattd 
added a $1 extra to the company’s 
standard $3 dividend, announced a 
$12-million expansion program for 
this year (including a $5 million ex- 
pansion of facilities that roll out bear- 
ings for the railroad car market). 
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TIMKEN’S UMSTATTD 


From an old formula, new profits. 


Biggest, Best 

Like Timken, the two sparkplugs of 
the auto parts industry, Borg-Warner 
and Thompson Products, have long 
since wisely spread their sales risk 
among a wide variety of industrial 
shoppers. But unlike Timken, the 
two firms have also spread out into 
other product lines as well. 

Borg-Warner started out strictly 
as an auto supplier. Today it still 
ranks as the leading independent 
maker of automatic transmissions, 
clutches and carburetors. But along 
the way 71-year-old Chairman-Presi- 
dent Roy Ingersoll, who has been 
with the company almost from its 
very start, has acquired enough sub- 
sidiary businesses so that today auto 
parts make up less than half of Borg- 
Warner’s volume. Also for sale: 
aircraft components, farm equip- 
ment parts, furnaces, air conditioning 
and Norge appliances (refrigerators, 
ranges, washing machines, clothes 
dryers, water heaters, food freezers). 
Norge alone brings in almost 20% of 
Borg-Warner’s revenues. 

Comeback 

Just a few years ago it seemed that 
in tackling the appliance market, 
Ingersoll had finally spread Borg- 
Warner too thin. But to Ingersoll 
goes credit for stubbornly sticking 
with the Norge division at a time 
when it was losing so much money 
that skittish directors were ready to 
unload it at any price. But by putting 
new management into Norge, new en- 
gineering into its complicated prod- 
ucts and by expanding its sales force 
and dealerships, Ingersoll has raised 
its contribution to Borg-Warner’s 
overall sales up to $70 million in 1954, 
an estimated $120 million last year. 

Meanwhile Ingersoll has been shop- 
ping around ir other potentially 
profitable businesses. Late last year 
he made one of his biggest buys to 
date. In exchange for 430,140 shares 
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of Borg-Warner common he acquired 
the Byron Jackson line of oil well 
equipment, centrifugal pumps, elec- 
tronic instruinents and rubber prod- 
ucts. Soon to be added to the new 
division’s catalogue: a jet-propelled 
oil-well drill. Last month Ingersoll 
made a deal to buy Michigan’s Primor 
Products, Inc. (refrigeration units for 
air-conditioning). 

To keep his high rank in the com- 
pany’s traditional auto parts line, last 
year Ingersol! began building a multi- 
million dollar plant in Letchworth, 
England, to produce automatic trans- 
missions and other parts for British 
car makers (principally the cele- 
brated Jaguar), announced plans for 
a multi-million dollar research center 
in Des Plaines, Ill. to help keep Borg- 
Warner up-to-date with the fast- 
changing engineering developments in 
all of its divisions. 

Paradox 

In a sense it sounded like a paradox 
when, right in the midst of 1955’s 
prosperity, Thompson Products’ 50- 


THOMPSON PRODUCTS’ WRIGHT 
Slightly out of step. 


year-old President John D. Wright 


announced that, boom or no boom, 
Thompson’s earnings for the first nine 
months were up only 2% from 1954. 
Moreover, Wright frankly predicted 
that “for the full year, earnings will 
probably be somewhat below those 
of the year before.” 

But on second look this did not 
mean that Thompson Products was 
lagging behind its parts-making col- 
leagues. Actually Thompson was sim- 
ply a little out of step. In 1954, Thomp- 
son had bucked the trend by ringing 
up its most profitable year in history 
(earnings: $11.7 million), largely be- 
cause only 40% of its $269-million 
gross was accounted for by sales of 
auto parts. For that same reason, it 
did not cash in as fully on 1955’s auto 
boom as did firms which are almost 
wholly reliant upon the automakers’ 
custom. 


Big Bet 

Last year, sales in Thompson’s non- 
automotive lines (mainly jet aircraft 
components) were off slightly. But 
this did not discourage President 
Wright from starting a $6-million 
auto parts plant in Detroit, moving 
Thompson’s valve production lines 
into a new $5.5-million plant in Cleve- 
land, combining jet engine operations 
in one plant in Euclid, O., pouring big 
cash outlays into design and tooling 
of components for Pratt & Whitney’s 
J-57 engine, forming a nuclear re- 
search group, and stepping up cash 
advances to his Ramo-Wooldridge 
(electronics) division. Right 
Ramo, which Wright considers “ow 
growing big bet,” sells around $10 
million annually worth of electronics 
know-how as a contract research and 
engineering firm. By next year it 
will be marketing electronics gadgets 
Under a long-term agreement, 
Thompson Products will advance $20 
million to develop Ramo-Wooldridge 
in exchange for an 84°; interest in the 
firm. 


now 


Getting Out 

Three other auto parts makers, de- 
spite the industry’s unparalleled pro- 
ductivity, were taking steps to get out 
(at least partially) while the getting 
was good. Budd Company’s 53-year- 
old Edward G. Budd, Jr., who has 
increased output of railroad passen- 
ger cars to the point where they com- 
prise almost 15° of sales (against 
80% auto parts, mainly bodies), 
picked up Continental-Diamond Fi- 
bre, a plastics firm, for 405,000 shares 
of Budd common plus an 
announced sum of cash. 

Kelsey-Hayes Wheel, which in the 
past has been dependent on automen 
for 65°, of its sales (it makes 
components for farm equipment, road 
building machinery and jet engines), 
enlarged its aircraft potential by 
merging with Steel Products Engi- 
neering Co. last October. In exchange 


un- 


also 


BUDD’S BUDD 
The getting was good. 
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for 157,500 common shares, Kelsey's 
President George W. Kennedy thus 
acquired a firm that is even more 
profitable than his own (Kelsey- 
Hayes’ net on sales: 5.3°%% after taxes 
last year). 

Meanwhile, enjoying a lush parts 
business, Kennedy gave both his key 
men and his shareholders a bigger 
slice of the profits pie. He took $957,- 
000 out of earnings (compared with 
$693,000 deducted in 1954), put it in 
a fund to be split up among 137 top 
executives. He also added a dime 
onto each quarterly per share divi- 
dend payment. 

As far as stockholders are con- 
cerned, Kennedy’s increased dividend 
payouts are long overdue. Among the 
parts makers, only Thompson Prod- 
ucts’ 25.9% five year payout is less 
inspiring than Kelsey-Hayes’ 33%. 
Only consolation: both Kennedy and 
Thompson’s Wright have rung up 
above-average increases in equity, 
and have at least made the plowed 
back profits pay off in higher earn- 
ings. 

Less Pressure 

Eaton Manufacturing has felt less 
pressure than most parts makers to 
diversify, mainly because a solid third 
of its sales are in truck parts. Truck 
production, fortunately, has a great 
deal more year-to-year stability than 
automakers can boast. Nonetheless, 
Eaton had hedged against the future 
by selling 25° of its annual output to 
makers of aircraft, diesel engines, 
earth moving machinery, farm equip- 
ment and business machines. Last 
year Eaton’s Chairman Clarence I. 
Ochs, 68, added a promising new 
product to his old auto line—car air- 
conditioners. He also began an $8- 
million expansion of his output of the 
promising new product Eaton has 
pioneered—titanium blades for jet 
engines. Ochs for one feels no fear 
of any sharp ups and downs in the 
future. “Regardless of fluctuations in 
the auto industry,” says he, “the aver- 
age per-share earnings of Eaton in 
the next few years should exceed the 
average $4.77 a share earned in the 
last ten years, because of what we 
are doing in automation, expansion, 
modernization and absorption of ov- 
erhr 4d in larger [sales].” 

No Hurry 

Like Eaton’s Ochs, President Robert 
C. Enos, 67, of Coraopolis, Pennsyl- 
vania’s Rockwell Spring & Axle also 
does a big truck business (50% of 
sales). Again like Eaton, Enos lists 
all of the Big Three Automakers as 
his customers. But unlike Eaton, Enos 
was in no hurry last year to make any 
quick moves into new nonautomotive 
product lines. Instead, he actually got 
rid of one—his heating equipment 
business. “We have felt for some 
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time,” he explained, “that the earn- 
ings of this division [3.5% of Rock- 
well’s sales] did not warrant the dis- 
proportionate time required for its 
administration.” 

Rockwell Spring, formed by the 
merger of Standard Steel Spring and 
Timken-Detroit Axle, has been in 
existence only two years, not quite 
long enough for Wall Street to make 
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1955 to give any new 
“The only important news re- 
lease issued during 1955,” said a com- 
pany officer, 1954 
report.” 

But if Rockwell Spring & Axle was 
making no last year, it 
making plenty of money, both for its 
big owners (87 shareholders owning 
1,716,517 and its little ones 
(13,711 owners holding 469,245 
shares). Earnings were up 57‘ 
$12.3 million. Moreover the firm was 
turning a net profit last year of 6.lc 
on each dollar, which compares favor- 
ably with such highly profitable com- 
panies in the industry as Dana (7.1c 
last year), Borg-Warner (6.4c) 
Eaton (5.9c). 

Paper Record 

Profit margins are not the only 
yardstick of efficiency by which Dana 
last year continued to outshine its 
parts making brethren. Over the past 
five years it has not only paid out the 
highest percentage of earnings in 
dividends (71%), but it has earned 
the industry’s highest return on what 
little money it has plowed back 
Across the board, Dana’s Chairman 
Charles A. Dana is by all standards 
the industry’s shrewdest manager of 
company funds. 

Yet Dana, defiant of diversification, 
remains almost purely an auto parts 
maker. Around 90% of its revenues 
come from the auto and truck makers 
alone. Its record of prosperity, more- 
over, seems to prove that the formula 
of sticking to auto parts, making a 
wide variety of them, selling them to 
practically all car makers and to 
truckbuilders as well, can work if a 
company is efficiently managed. 

In the midst of 1955's 
therefore, Charles Dana, who owns 
22% of his company’s outstanding 
common stock, largely confined his 
activities to modernizing and expand- 
ing his existing product line. Dana, 
debt-free, calmly laid out $15.6 mil- 
lion in cash last year to acquire the 
Murray Corporation’s auto frame di- 
vision. 

But whether his formula of stick- 
ing to auto parts can prove fruitful in 
the long run for other parts compa- 
nies (or even for Dana for that mat- 
ter), remains to be seen. Wall Street 
last year, in view of Dana’s unusual 
efficiency, boosted its stock 22 points 
above its 1954 low. But the biggest 
market gains of all were tacked up 
by companies like Timken, Borg- 
Warner and Eaton—companies which 
cannot match Dana’s efficiency, but 
which through diversification alone 
have staked out far more promising 
claims on the future 
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MONSANTO’S TEXAS CITY CHEMICAL PLANT 


On the Golden Crescent, a singular breed. 


CHEMICALS 


For the singular breed of men who 
labor in that strange and complex 
world of test tubes, towers and tanks, 
1955 worked out even better than the 
formula called for. A year ago at this 
time, chemical chieftains took a read- 
ing on their fair 1954 results, promptly 
estimated that their 1955 sales would 
rise anywhere from 5% to 15%, and 
confidently shelled out a walloping $1 
billion to build new plants and en- 
large their old ones. What they actu- 
ally got when 1955 closed was a 
whacking 20% boost in sales, to an 
estimated $23.5 billion, and the kind 
of profits that easily made them the 
darlings of Wall Street. 

Actually, chemical men were sim- 
ply getting fresh applause out of an 
old script. For years the industry 
has been coasting along, riding over 
even the worst bumps in the economy 
with incredible ease. In a year of 
unprecedented prosperity, when 
scarcely a segment of the U.S. econ- 
omy failed to do better than the year 
before, chemicals could do no less 
than lead the pack (see chart). 

That chemical men plan to lead the 
pack again in 1956 is a foregone cer- 
tainty. Best evidence: another $1.3 
billion in programmed outlays to ex- 
pand their maze of weird-looking 
plants this year. 

In Danger, Safety 

On the face of it, it seemed illogical 
that chemical men could possibly 
plunge headlong into prosperity with- 
out running into at least a few fleeting 
problems along the way. Canyon 
analysts have repeatedly pointed out 
that because chemical men operate in 
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a field to which there are virtually no 
boundaries, they must expect inva- 
sions by outside intruders—giant oil 
and rubber chemical companies 
among them. In other words, the kind 
of dog-eat-dog competition that will 
prick the prosperity bubble. 

But this is largely a worry dreamed 
up by Wall Street logicians, based on 
the premise that boundary-crossing 
is inherently dangerous. But is it? 
Case in point: Last year’s Monsanto 
Chemical-Lion Oil merger. Here a 
chemical company, with a high stake 
in petroleum derivatives, and an oil 
outfit, branching farther and farther 
into chemicals, met each other half- 
way. Actually it was one of the most 
logical corporate mergers ever de- 
vised and a sign of the industry’s 
robust health. For it has been pre- 
cisely those chemical companies who 
have remained chemical companies in 
the strict classic sense of the term 
which have lagged behind. Where 
chemical producers have cross-bred 
intelligently with the rest of industry, 
their growth has been unimpaired. 

Chemical men, to be sure, had a few 
things to worry about in 1955. But 
their troubles were only potential 
troubles. Except in a few unusual 
cases, they were not the kind that had 
any serious effect on sales and earn- 
ings. Agricultural chemicals, for one 
thing, were in oversupply because of 
depressed tarm incomes. There was 
also, as always, the danger that over- 
production might send prices skid- 
ding, or that a slackening of demand 
might force expensive new plants to 
operate below the break-even point. 
But except for a few isolated price- 
cutting incidents (e.g., Chemstrand 
slashed the price on its synthetic 


fabric, Acrilan, forcing reluctant du 
Pont and Union Carbide to lower the 
tab on Orlon and Dynel), the year 
was as stable from a price standpoint 
as chemical men could hope for. 

In the such chemicals as 
ammonia, acetone, polyethylene and 
caustic soda, there were also signs of 
a nearly saturated market. But with 
their eyes on anticipated long-run 
demand, chemical producers 
hurriedly expanding their 

Bandwagon 


case of 


were 
plants 


It was particularly so in polyethy- 
lene, where the bandwagon began to 
look a little crowded in 1955. A yea 
ago, only two big U.S. chemical pro- 
ducers—du Pont and Union Carbide 
—manufactured this durable plastic 
of “squeeze bottle’ fame. By the end 
of the year, at least a dozen more 
were in the pilot-plant stage or in 
full production. Some, such as Kop- 
pers, Monsanto, Goodrich-Gulf 
Dow, signed up to manufacture a 
Ziegler-process low-pressure poly- 
ethylene which has greater rigidity, 
strength and heat resistance. Others, 
like Celanese and W. R. Grace picked 
up licenses to produce a similar low- 
pressure type developed by Phillips 
Petroleum. Du Pont and Carbide an- 
swered this competitive challenge by 
getting Ziegler licenses of their own 
Not to be outdone, Carbide went 
them one better by taking on the 
Phillips process as well. 

Perhaps nothing characterizes so 
well as this the competitive philosophy 
developed over the years behind the 
drab facade of Carbide’s headquarters 
on Manhattan’s 42nd Street. Carbide 
scientists, in making Carbide a leade1 
in what is already touted as the fast- 
est-growing plastic in the industry, 
continued its tradition of keeping a 
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Here is how FORBES’ editors rate 
the management capabilities of six 
teen chemical companies (100% 
perfection): 


du Pont ($2,925.9)* 

Union Carbide (1,251.6) 
Allied (688.8). . 

Dow (679.1).... 

Olin Mathieson (619.9) 
Eastman Kodak (558.8) 
American Cyanamid (499.9) 
Monsanto (402.8) 

W. R. Grace (375.7) 

Food Mach. & Chem. (224.7 
Rayonier (177.3). 

Koppers (158.2). . 

Air Reduction (139.9) 
Hercules Powder (139.3) 
Inter. Min. & Chem. (120.4) 
Diamond Alkali (105.2 
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*In parentheses: total! assets in millions as of 
tatest report 














foot in every door leading to a poten- 
tially vast new market. 
Formulas & Flaws 

Like all pat formulas, however, this 
one, too, sometimes has its flaws. In 
1954, for instance, Carbide’s spread- 
eagle coverage of both chemistry and 
metallurgy backfired when sales of 
Carbide’s big ferro alloys division, al- 
most wholly dependent upon the 
cyclical steel industry, dropped 25% 
while its chemical sales fell only 4%. 
For this reason alone, President Morse 
Dial rang up Carbide’s lowest gross 
in five years, its sorriest profit in 
seven. 

Last year, however, the steel in- 
dustry just as unpredictably pulled 
Carbide out of its rut. Aided by a 
$50-million rise in sales of ferro 
alloys, and a $100-million gain in 
chemical sales, Dial posted a nine- 
month gross of $857 million, 28° 
higher than in 1954. At the same time, 
Carbide’s profits climbed 61% to 
$101.4 million—only $22 million less 
than it rang up in all of 1950, its previ- 
ous record year. But the telling item 
was Carbide’s profit margin, which 
had averaged out to a nifty 30.2% 
over the past five years. In the year’s 
first three quarters, it climbed higher 
still to 32.9%, a rate second in the 
industry only to du Pont’s nigh in- 
credible 37%. 

Income & Outgo 

Dial, however, was not really salt- 
ing away all this cash in Carbide’s 
treasury. During the year he spent 
$120 million (almost all that Car- 
bide could expect to earn for the 
year) to expand Carbide’s nation- 
wide network of chemical plants, 
which have already cost over $1 bil- 
lion since the end of World War II. 
No sooner did Dial put his new $70- 
million Seadrift, Texas plant (ethyl- 
ene oxide, polyethylene) on stream 
last year than he announced: 1) a 
new polyethylene plant at Torrance, 
Calif., 2) another in Scotland which 
will cost $12 million to build, and 3) 


UNION CARBIDE’S DIAL 


A foot in every door. 
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Cross-breeding makes a difference. 


an expansion to double the produc- 
tive capacity of his Texas City vinyl 
acetate plant. 

Elsewhere, Dial was expanding a 
uranium processing plant in Colorado, 
finishing off his $31-million Ashtabula, 
Ohio titanium plant, and increasing 
by 35% the capacity of a West Vir- 
ginia plant which turns out Dynel, 
Carbide’s synthetic “wonder” fiber 
(made from natural gas, salt and air), 
recently put to use in deep-pile syn- 
thetic fur fabrics. 

These huge expenditures have 
given Carbide leadership, or at least 
a solid foothold, in almost all growth 
chemicals and metals. But they have 
not done much to improve its earnings. 
Dial, for instance, was able to wring 
only 73c in sales out of every dollar 
of gross plant in 1954. That figure is 
slightly above Dow’s and Allied’s 69c. 
But it is well below Cyanamid’s $1.08 
or du Pont’s lofty $1.26. What is more, 
the profits plowed back into Carbide’s 
plant have not produced the slightest 
increase in earnings over the past 
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five years (see yardsticks). 

Much to Dial’s credit however, is 
his realization that if plowbacks do 
not show up in bigger earnings, there 
is no justification for not turning the 
money over to stockholders. On the 
face of it, any earnings nct vaid out 
to shareholders have been needed to 
keep Carbide’s earnings where they 
are. At that, Carbide’s five-year pay- 
out (69.5%) is second only to du 
Pont’s, while its five-year average 
equity is a 
highly respectable 16.8, fourth best 
in the industry. 

Search for a Higher Yield 
Neither Leland 


Dow’s Doan no 


Allied Chemical’s Fred Emmerich can 


match either Carbide’s payout or its 
return on stockholders’ equity. But 
Emmerich has been producing some 
fine results with his plowed-back dol- 
lars, though his heavy stake in basic 
chemicals has kept his profit margin 
bumping along at a below-average 
20.3°% for the past five years. 

To get a better yield from his sales, 
Emmerich has been steadily moving 
Allied into production of intermediate 
and fine chemicals. Last year he built 
a big plant at Moundsville, Va. to 
make isocyanates, the basic material 
for a new type of polyurethane syn- 
thetic rubber which is expected to 
find a wide market. He also entered 
the thermoplastic field, and even 
smashed his way into the overcrowded 
nylon market with a new $28-million 
plant turning out polycapramide nylon 
filaments which are marked as Capro- 
lan, “the tensile-tough nylon.” 

By mid-September Allied also had 
a new plant which makes “Genetron” 
fluorinated hydrocarbons (used for 
aerosol propellents) on stream, and a 
new Canadian liquid aluminum sul- 
phate plant was abuilding. When the 
year’s final quarter opened, Allied, 
better diversified than at any time 
in its history, had boosted its profit 
margin to 22.3°., as against an un- 
impressive 19.8°, a year ago. 
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Over the Hump 

Yet Emmerich also discovered that 
Allied’s unusually heavy reliance on 
heavy chemicals was not at all a dan- 
gerous state of affairs in 1955. Despite 
an overcapacity situation in nitrogen 
chemicals, ammonia prices held steady 
while industrial acids, alkalies and 
chlorine moved well. In fact, Em- 
merich hustled to increase the capac- 
ity of Allied’s East St. Louis sulfuric 
acid plant by 35°. He also started up 
a new mercury cell chlorine-caustic 
soda plant in Georgia, and a plant at 
Syracuse which will produce hydro- 
gen peroxide by a new low-cost proc- 
ess. By the end of the year, Emmerich 
was sitting with a string of plants 
capable of handling a $750-million 
annual volume at present price levels. 

How soon Allied can grow into 
this new capacity depends largely 
upon whether the market for its 
chemicals continues to grow. At any 
rate, 1955 could hardly have been 
more gratifying. At the nine-month 
mark, Allied piled up a record $475 
million 19% higher than in 
1954. Despite an $1l-million in- 
crease in depreciation charges, it 
rolled effortlessly through September 
with its profits up 23% to $39.4 mil- 
lion, more than it ever earned before. 

Spending for Protection 

Dow. which spent less ($49 million) 
than Allied ($64 million) for new 
plant during 1955, also failed to come 
up with equally impressive results 
in the profit column. By the end of its 
May 31 fiscal year, Dow’s net earnings, 
throttled by a $9-million increase in 
depreciation charges, had risen only 
12°, to $37.4 million. Measured against 
the industry’s showing, it was a below- 
par increase. 


in sales, 


Doan, however, was not content to 
sit still and wait for Dow to grow into 
the vast network of plants he has 
thrown up in the past five years. To 
protect Dow’s heavy stake in the plas- 
tics business ($150-million sales in 
fiscal 1955), Doan began building two 
more domestic polystyrene plants 
(three are already in production), 
and set up foreign subsidiaries in In- 
dia and the Netherlands to manufac- 
ture the plastic for overseas markets 
(the Netherlands plant will also turn 
out magnesium alloys and glycols). 
It was a bold gamble. Whether the 
boom in polystyrene will continue 
once competitive polyethylene gets 
into production on a grand scale is 
something which even Leland Doan 
cannot foretell. Seldom in the past has 
Doan failed to make his gambles pay 
off. To be on the safe side, however, 
he also bought a license to make low- 
pressure (Ziegler) polyethylene. 

Meantime, Doan was also piloting 
Dow into a brand-new field, synthetic 
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glycerine, set his company up as the 
second U.S. source of the material. In 
addition, his new $3-million Free- 
port, Texas plant also went on stream 
using a new process to make soda 
ash, an old industrial chemical which 
is used extensively in making paper, 
soap, glass and textiles. 

Since 1951, when Dow kicked off 
a three-year $320-million expansion 
program, its profits have been severely 
pinched by rising depreciation charges 
($73 million in fiscal 1955 vs. $63 
million the year before). Their net 
result has been to slice Dow’s return 
on sales from 11.9% in 1950 to only 
7.9% last year. Much of this expan- 
sion, moreover, has been in heavy 


chemicals where the capital invest- 
ment per dollar of sales is character- 
istically high. But when Doan round- 
ed the first lap of his new fiscal year 


to-finished-product integration that 
Dow’s Doan has. Instead of making 
basic chemicals, Thomas buys them 
on the outside and upgrades them into 
phosphates, detergents, resins, plasti- 
cizers and the like. For that very 
reason, however, Monsanto gets by 
with a smaller investment in produc- 
tion facilities. In the past five years 
it has rung up an average $1.19 in 
sales for every dollar of its 
plant. Dow’s return was 75c. 
Basic Solution 

Last year, however, Thomas brought 
Monsanto much closer to the kind of 
integration Dow and others have long 
been able to boast. In order to provide 
Monsanto with a steady petroleum 
source needed to protect its big stake 
in petrochemicals, Monsanto gobbled 
up Lion Oil and its 1,000 producing 
oil and gas wells 


gross 


ALLIED’S NIAGARA RIVER POLYETHYLENE PLANT 


The bandwagon was getting crowded. 


in August, he was breathing a lot 
easier. On a 19% rise in sales, to $128 
million, and a slight dip in deprecia- 
tion, net income rose 38% to $11.7 
million—a 9.2% return on sales. 

Basic Problem 

Such heavy depreciation charges as 
Dow’s of course eat up profits which 
might otherwise filter down into 
higher dividends. But looking behind 
reported earnings, Dow’s cash flow can 
only be characterized as huge. The 
company’s profit margin in fiscal 1955 
rose from an already respectable 
29.3% to 31.7%, a ratio second only to 
du Pont’s among the big diversified 
chemical makers. 

Monsanto, which, also ranks as one 
of the most widely diversified chemical 
firms in the country, cannot show that 
kind of profitability (its profit margin 
was only 20% in 1954). Reason: 
President Charles A. Thomas does 
not have the kind of raw-materials- 


But there were even more impor- 
tant advantages to this merger. In 
order to get deeper into the market 
for concentrated fertilizers, Monsan- 
to needed not only phosphorus, which 
it makes (its Idaho phosphorus fur- 
nace is the largest in the world), but 
ammonia, which it doesn’t. Lion not 
only makes ammonia but over half of 
its $100-million-a-year sales are in 
chemicals (e.g., insecticides, herbi- 
cides and fertilizers) which mesh nice- 
ly with Monsanto’s own ventures in 
this field. Better yet, Lion’s high 
13.1% return on sales for the past five 
years should help boost 
so-so 8.7%. 

Closing a Door 


Monsanto's 


As a producer of plastics (it claims 
to be the only maker of all six major 
plastics—vinyls, cellulosics, amino- 
plasts, phenolics, styrenes and polye- 
thylene), Monsanto 
all-out to nail 


last year went 


down a part of the 
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foreign market as well with a new 
polystyrene plant in Argentina. It 
also introduced a new vinyl resin for 
floor coverings and phonograph rec- 
ords and a plasticizer used as a 
bonding agent in filter-tip cigarettes. 

But while Monsanto and all of its 
chemical brethren spent the year 
opening doors in search of new mar- 
kets, Thomas quietly closed one he 
had too-hastily opened the year be- 
fore—atomic power. Monsanto’s at- 
tention had been attracted by the 
Yankee Atomic Electric group’s plans 
to build a reactor to produce both 
power and fission by-products useful 
in chemical processes. When the AEC 
ruled thumbs-down on the chemical 
part, Monsanto backed away. In do- 
ing so, it was following the example 
set earlier by Dow when it withdrew 
from an atomic power group headed 
by Detroit Edison. 

In any case, Thomas had already 
expanded mightily for just one year. 
The Lion Oil merger had boosted 
Monsanto’s assets to an estimated 
$550 million, well ahead of American 
Cyanamid and right behind sixth- 
ranked Eastman Kodak. At the third- 
quarter mark, moreover, Monsanto 
had hiked up its sales 22% to $308 
million, profits 42% to $23.6 million. 
Both items broke company vevords. 

Creosote & Souther Pine 

In the industry’s No. Five slot, 
Olin Mathieson’s Tom Nichols also 
seemed to be trying to break new 
records for corporate growth. He did 
it by bringing new companies into the 
already complex combine of wonder 
drugs and explosives, sulfuric acid 
and cigarette paper, shotguns and 
furniture, toiletries and tools, that he 
whipped together in 1954 by merging 
Mathieson Chemicals and Olin In- 
dustries. 

Among Nichols’ new acquisitions 
last year was a fertilizer maker, Block- 
son Chemicals. He also shelled out 
$50 million in cash, plus a 725,000- 
share wad of Olin Mathieson stock, to 
get Louisiana’s Brown Paper Mill 
Co. its 465,000 acres of hardwood and 
pine, and its business in kraft paper, 
paper bags and paperboard boxes. 
The purchase made sense. Olin 
Mathieson was already a manufac- 
turer of forest products (lumber, 
furniture and treated timbers, such as 
utility poles). The Brown forest lands, 
which adjoin Olin Mathieson’s 435,- 
000 timbered acres in Louisiana, East 
Texas and Arkansas, permit Nichols 
to more than double his timber re- 
sources. Along this same line, Nichols 
also bought the Shreveport plant of 
the American Creosoting Co., a pur- 
chase which will double Olin Mathie- 
son’s output of creosoting materials. 
It all seemed to hint at some stiff com- 
petition ahead for Koppers. 
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Chemical Growth 


Not only have the test-iubers coasted 
over the bumps in the business cycle 
with consummate ease, bul their pro- 
duction over the past five years has 
risen much faster than U.S. industrial J 
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Hardly were the legal papers signed 
when Tom Nichols was off-and-run- 
ning in another direction—aluminum. 
This time, however, Nichols did not 
buy out an established metalmaker. 
Instead, he started out from scratch 
with an $85-million producing plant 
(plus reduction and rolling mills) in 
West Virginia, which will turn out 
60,000 tons a year when it is com- 
pleted in 1958. This, more than any- 
thing else, proves that when a chem- 
ist is looking for new fields in which 


KOPPERS’ FOY 


Everything is chemicals. 


to roam, he is not worried much about 

having to explain himself. “Chemi- 

cals?” muttered one Wall Street 

analyst. “Everything is chemicals.” 
In Plastics, Profits 

At Koppers’ Pittsburgh headquar- 
ters, where Fred Foy took over last 
year on the death of Brehon B. Som- 
ervell, everything is indeed chemicals 
—as far as the future is concerned, 
anyway. Ever since the company 
backed into chemicals (particularly 
plastics) from a solid base in coke and 
tar products, around 95% of its capital 
expenditures have been put to work 
there. Chemicals now account for 
some 50% of Koppers’ $200-million- 
a-year sales. 

Last year, Foy had Koppers’ Wall 
Street fanciers busy watching a series 
of quick moves to nail down an even 
bigger share of the plastics market 
Even before Koppers’ big Port Ar- 
thur, Texas, polyethylene plant came 
into full production in November, Foy 
had 1) boosted capacity of Koppers’ 
newly-developed Super Dylan poly- 
ethylene at Kobuta, Pa.; 2) started 
building, with Union Oil of Califor- 
nia’s Brea Chemicals subsidiary, a 
50,000,000 -pounds-a-year Ziegler- 
type polyethylene plant on the Pa- 
cific Coast; and 3) joined with Fire- 
stone Tire & Rubber on a deal to build 
a plant in Brazil to produce styrene, a 
base for polystyrene plastic and syn- 
thetic rubber. 

It was only a beginning. Within the 
next five years, Foy announced, Kop- 
pers will shell out another $125 mil- 
lion for plant expansions and acqui- 
sitions (such as the Massachusetts 
manufacturer of industrial air and 
gas filters, and the Philadelphia mak- 
er of mechanical seals for jet engine 
shafts, that he picked up during the 
year). Foy is out to build up Koppers’ 
weak profit margins, which have av- 
eraged only 11.6% (lowest in the in- 
dustry) over the past five years, and 
its net return on sales, which has 
averaged only 3.7%. But there is also 
evidence that Foy’s cure will be a 
long time taking effect. 

Serving Two Masters 

Out in San Jose, Calif., Paul L. 
Davis did only slightly better with his 
curious industrial hybrid, Food Ma- 
chinery & Chemical Corp. At the 
nine-month mark he posted a rather 
skimpy 5.6% return on sales (up 16% 
to $204 million). This reflected a 25% 
rise in profits to $11.6 million. In a 
way, there is little Davies can do to 
get a fatter return on sales. Roughly 
17% of Food Machinery’s sales come 
from low-profit military business 
(mostly armored infantry vehicles), 
while another 35% comes from its 
widespread line of non-chemical 
products including canning and pack- 
aging machinery, turbine pumps, gar- 
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MONSANTO’S 
THOMAS HILL 


den sprinklers, potato harvesters, 
haymakers, car washers, brake testers, 
lawn mowers and hog raising equip- 
ment. Food Machinery’s chemical 
sales, only 48% of its total volume, are 
almost entirely grounded in such low- 
margin chemicals as chlorine, caustic 
soda, phosphorus and sodz ash. 

Ever since it merged its way into 
chemicals by way of a 1948 hookup 
with Westvaco Chemicals, -..Food 
Machinery has been trying to serve 
two masters, has built up both its 
chemicals and machinery businesses 
side-by-side. Last year, for instance, 
Davies bought Chain Belt’s canning 
machine division and Chicksan Co. 
(swivel joints and oilfield specialties). 
Then he spent several million to mod- 
ernize his Virginia chlorine facilities, 
spent another $1 million to increase 


the capacity of his Washington hydro- 

gen peroxide plant some 50%. He also 

bought (jointly with Tennessee Gas 

Transmission) the Government’s bu- 
tadiene plant at Houston. 

Hope In a Hodge-Podge 

Also a curious amalgam 


is the 
mammoth steamship, airline, bank 
and insurance empire presided over 
by J. (for Joseph) Peter Grace from 
W. R. Grace & Co.’s office on Manhat- 
tan’s Hanover Square. Ever since W. 
R. Grace bought up Davison Chem- 
icals’ and Dewey & Almy’s $100-mil- 
lion-a-year chemicals business in 
1954, it has preferred to think of itself 
as a chemical company. This is hard- 
ly surprising. Some 54% of the com- 
pany’s total assets are invested in 
chemicals, and while its fertilizers, 
superphosphates, ammonia and urea 
account for 31% of its total sales, they 
bring in almost half of its profits. 
Viewed as a chemical company, 
however, W. R. Grace’s skimpy 9.4% 
five-year profit margin marks it as 
one of the most unprofitable in the in- 
dustry. Not that J. Peter Grace is not 
trying to boost it higher. In January 
Grace’s $20-million 400-tons-a-day 
ammonia-urea plant at Memphis went 
on stream, followed shortly by an- 
nouncements of plans to build an $18- 
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AIR REDUCTION’S 


FOOD MACHINERY’S 
DAVIES 


million polyethylene (Phillips proc- 
ess) plant, a new liquid fertilizer 
plant in Indiana, and a $6-million 
plant to produce synthetic cracking 
catalysts in Canada. Grace’s Davison 
division, having developed a process 
for extracting uranium from phos- 
phate rock, was laying plans to dig 
deeper into the rare earths field. 

Just exactly how well Davison, pri- 
marily a producer of agricultural 
chemicals, fared in 1955 will probably 
be eternally disguised in the welter of 
sales and earnings from Grace’s other 
world-wide ventures. But, like Davi- 
son, Louis Ware’s International Min- 
erals & Chemicals is also heavy in 
fertilizers, and in 1955 International 
had little luck at all. 

Fickle Phosphates 

As a big miner of phosphate rock, 
Ware ran smack into a three-month 
miners’ strike in Florida at the same 
time depressed farm incomes were 
upsetting his best laid plans to pro- 
duce dicalcium phosphate (a high 
quality phosphorous poultry feed sup- 
plement) at his spanking-new $15- 


RAYONIER’S PULP BATH 


4 fortune in pine and hemlock. 


DIAMOND'S 
SARGENT 


OLIN MATHIESON’S 
VICHOLS 


million Bonnie plant in Florida. When 
a lot of cheaper electric-furnace phos- 
phates were suddenly dumped on the 
market, the price of dicalcium phos- 
phate ($100 a ton) dropped 25%, 
forcing Ware to convert his plant to 
manufacture of sulfuric 
triple superphosphates for 
trated mixed fertilizers. 

When the miners walked out on 
June 1, they were too late to keep 
International’s fiscal year (ended June 
30) from showing sales up 3.1% to 
$96.5 million, the 16th straight year 
sales have inched upwards. Nor could 
they keep the company’s profits from 
rising 4.6% higher to $6.3 million. But 
by the time the miners returned to 
work in September, Louis Ware’s first 
quarter had been ruined. Sales were 
off 6%, and the $560,000 profit scored 
a year ago was succeeded by a dreary 
$860,000 deficit. 

Ware tried hard however during the 
year not to look like a sitting duck 
helplessly peppered by price wars and 
peeved workers. He simply shifted 
emphasis from mining (International 
is also one of the U-S.’s leading pot- 
ash diggers) to mica, started up a 
new plant to reclaim it from the silt 
backed up behind the TVA’s Davy 
Crockett Dam. As a further move to 
offset his troubles with phosphates, he 
pushed sales of his Ac’cent food fla- 
voring (a monosodium glutamate re- 
covered from beet waste) to over $1 
million a month. 

Out of Gas 

Like Ware, wedded to his phos- 
phates and potash, Air Reduction’s 
John Hill has almost always been 
wedded to gas. In the past, when he 
wasn’t selling oxygen or acetylene he 
was out peddling hydrogen or nitro- 
gen or some rare gas like argon, kryp- 
ton and xenon. Hill has paid a some- 
what cruel penalty for this distressing 
lack of diversification: a below-aver- 
age 17.9% profit margin over the past 
five years, and a pale 6.2% net return 
on sales. In fact, in the past half dec- 
ade only Grace, Koppers and Food 
Machinery brought a per- 


acid and 


concen- 


smaller 
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centage of their sales dollars down to 
net. In all three cases, however, the 
drag on profits was produced by en- 
terprises far removed from chemicals. 
Air Reduction does not have that kind 
of situation. 

Rather than merely accepting Air- 
co’s lack-lustre performance in low- 
margin gas products, Hill has been 
busy tidying up his gaseous empire by 
upgrading some of the acetylene from 
his $18-million Calvert City, Ky. 
plant. To this end, he bought Colton 
Chemical Co. in 1954. Object: to get 
into polyvinyl acetates and alcohol, 
the basic raw material for which is 
acetylene. He also built a $3-million 
plant in Maryland that has just started 
to turn out vinyl acetate monomer at 
the rate of 30,000,000 pounds yearly. 

Airco is still a long way from sport- 
ing the kind of yardstick perform- 
ances turned in by its chemical 
brethren. But Hill’s efforts are clear- 
ly paying off. He did manage last 
year to sign up a fourth customer for 
the acetylene from his Calvert City 
installation, and he improved his mar- 
gins considerably. At the nine-month 
mark, in fact, the percentage of Air- 
co’s earnings (up 74% to $8.4 million) 
to its sales (up 20% to $109.5 million) 
hit 7.7%—as good as Monsanto’s and 
a notch above Diamond Alkali’s 7.6%. 

Diamond Flaws 

Despite the percentages, however, 
Airco was not in Diamond Alkali’s 
class as a moneymaker. Over the past 
five years, Alkali’s profit margin be- 
fore taxes and depreciation averaged 
out to 22.2%, or 25% higher than Air- 
co’s. By the end of September, Al- 
kali’s young (46) President John A. 
Sargent was rolling along in fine style. 
After boosting Alkali’s sales 7.8% in 
1954’s minor recession, Sargent racked 
up another 17% increase in nine- 
month sales (to $82.9 million) and a 
40% increase in profits (to $6.3 mil- 
lion). All this despite a sharp 30% 
increase in depreciation charges. Bet- 
ter yet, his profit margin was on the 
rise, settled at 23.7%. 

The Diamond Alkali success story 
reflects its timely recognition of the 
fact that heavy reliance on soda ash 
(50° of its total sales only a decade 
ago) was no key to future growth. 
Two years ago Sargent moved Al- 
kali far afield from its namesake prod- 
uct when he shelled out some $15 
million to buy the government-owned 
chlorine plant at Muscle Shoals, Ala. 
He also began stressing such organics 
as insecticides and herbicides. Last 
year, in another move to get out of 
basic chemicals into a consumer line, 
he bought Virginia-Carolina Chem- 
ical’s Black Leaf division along with 
its pest controls and 200 different spe- 
cial-purpose sprays, dusts and herbi- 
cides. But, like Airco’s John Hill, 
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Sargent will have to do a lot more 
fancy-stepping if he means to bring 
Diamond Alkali’s growth power and 
return on stockholders’ equity into 
line with the industry average. 
From Powder to Polyethylene 

Like Diamond Alkali’s Sargent, 
Hercules Powder’s Albert Forster is 
also bent on branching away from his 
staples, nitrogen, cellulose and naval 
stores (rosin, turpentine, pine oil and 
the like). They have been Hercules’ 
stock in trade for most of its 42 
years of existence. But he has had 
far more gratifying results (see yard- 
sticks) to show for his efforts than 
Alkali’s Sargent. 

Last year, after calling off a merger 
with American Viscose (Hercules’ 
cellulose and Avisco’s rayon fibres 


SALES 
VS. INVENTORIES 


One reason why chemical makers are 
90 happy these days is that, since 1954's | 
190F recession, sales have zoomed while 
stockpiles have actually 
decreased. 
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actually fitted together like hand and 
glove), Forster quickly switched Her- 
cules into the hottest chemical on the 
market today—polyethylene. How- 
ever, unlike other chemical companies 
which climbed aboard the Ziegler low- 
pressure bandwagon to protect their 
interests in plastics, Sargent had none 
to protect. In departing from Hercules’ 
traditional line of chemicals, Sargent 
knew he could not afford to go into 
plastics half-heartedly. When Hercu- 
les’ new Parlin, N.J. plant goes on 
stream early next year, Hercules will 
be turning out 30,000,000 pounds of 
polyethylene annually. 

This bold new venture, combined 
with a 21% increase in nine-month 
sales (to $170 million) and a 32% rise 
in earnings (to $14.3 million) easily 
made 1955 one of Hercules’ happiest 
years on record. 


Hemlock & Pine 

If possible, Clyde B. Morgan, presi- 
dent of Rayonier’s burgeoning pine 
and hemlock empire, was even hap- 
pier. Morgan’s expansion plans, how- 
ever, were not keyed to new products, 
simply to more of the same—cellulose. 
It was no wonder that they were. As 
producer of half of the U.S.’s and 20% 
of the world’s output of chemical cell- 
ulose (which ends up in rayon, ace- 
tates, cellophane, tire cord and paper), 
Rayonier is easily one of the most 
profitable chemical companies in the 
nation today. Its five-year average 
profit margin (36.6%) equals mighty 
du Pont’s and its return on sales 
(14.3%) is only slightly lower. More- 
over, in terms of equity growth and 
return on equity, Rayonier not only 
whips du Pont soundly but every other 
major chemical company as well. 

In a move to put his successful 
formula to work on a grander scale, 
Morgan bought Alaska Pine & Cellu- 
lose Ltd. a year ago, last September 
started building a $25-million, 100,- 
000 tons-a-year cellulose plant at 
Jesup, Ga. By 1957, when the plant 
swings into operation, Rayonier’s an- 
nual cellulose capacity will have been 
boosted to 900,000 tons, up from only 
416,000 tons when Morgan took over 
Rayonier’s reins in 1951. 

Last year, Morgan also tidied up 
Rayonier’s balance sheet by negotiat- 
ing a $100-million, 25-year loan, most 
of which was used to pay off Ray- 
onier’s $70-million funded debt and its 
preferred stock. Morgan is not obliged 
to start repayments on the principal 
until 10 years from now. But he is 
keeping dividends as conservative as 
always (30.6% of Rayonier’s per- 
share earnings in the past five years). 
Reason: Morgan not only has spent a 
whopping $58 million for expansion 
since 1951, but he has already 
budgeted another $60 million outlay 
for the next two years. 

Not that Rayonier stockholders, 
despite their low dividends, are likely 
to complain that Morgan is getting in 
over his head. At the nine-month 
mark, Rayonier was still netting 11.5% 
on its sales (up 68% to $105.7 million), 
better even than such worthies as 
Allied, Dow, Monsanto or American 
Cyanamid could show. 

Cyanamid’s Scare 

For Cyanamid’s Kenneth Towe, a 
nine-month net return of only 8.1%, 
although no better than the company’s 
1950-54 average, was more than an 
adequate target last year. For a while, 
it did not look as if he could possibly 
do that well. Towe’s big trouble was 
not lack of diversification or Cyana- 
mid’s extremely heavy reliance on 
such antibiotics as Aureomycin made 
by its Lederle Labs division. On the 
contrary, the trouble came when 
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RAYTHEON RADAR 
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In the still, snow-shrouded world 
of the northern lights, strange black domes perch 
along the barren rim of North America. 
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antennas probing the skies for intruders. Skilled 
operators examine glowing radar screens, alert 
for pips that could mean unidentified aircraft. 


Contacts picked up by these DEW line (Distant 
Early Warning) radars are flashed 
to Air Defense Command centers. 
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Cyanamid’s sprawling $50-million 
Fortier chemical plant near New Or- 
leans failed to open on schedule (a 
four-week strike did not help much) 
and soaked up $6 million in acceler- 
ated amortization without contribut- 
ing much of anything to its profits. 

Fortunately, Towe’s antibiotic won- 
der drugs and his solid line of chemi- 
cals worked wonders, actually pushed 
Cyanamid’s profit margin at the third- 
quarter mark up to 22.2%. Only once 
before in the past decade has Cyana- 
mid ever done that well. 

Towe can hardly wait for the fat 
profits he expects from his Fortier 
plant, once heavy starting-up ex- 
penses are out of the way. Designed to 
convert natural gas into ammonia and 
acrylonitrile, a raw material for such 
synthetic fibres as Dacron and Acri- 
lan, Towe is hopeful that his profit 
margin will start soaring. For years 
they have been consistently lower 
than other well-diversified chemical 
companies like du Pont, Dow, Mon- 
santo and Union Carbide. 

Towe also has high hopes that one 
of his other new ventures will help 
brighten Cyanamid’s somewhat lack- 
lustre profits. While Cyanamid’s Le- 
derle division was readying a new 
antibiotic, stylomycin (reputedly ef- 
fective against tropical sleeping sick- 
ness), for the market last year, Towe 
plunged Cyanamid into thermoplastic 
molding compounds (methyl styrene) 
with a new $5-million plant in Con- 
necticut, and dedicated a $15-million 
Savannah plant-that will turn out 
titanium dicxide. 

Lenses & Logic 

Unlike Ken Towe and the rest of 
the chemical making fraternity, whose 
bread and butter depends upon their 
skill in developing new products for 
new markets, Eastman Kodak’s Albert 
K..Chapman merely dabbles in chemi- 
cals—if, that is, a $130-million-a-year 
business can be called dabbling. Actu- 
ally, however, Chapman does four 
times that amount of business in high- 
profit cameras, motion picture film 
and photographic supplies. 


RAYONIER’S 
MORGAN 
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As a chemical producer, Chapman 
has been quietly plowing Kodak dol- 
lars into the Southland, where he has 
been diversifying his big stake in 
chemicals still further. Last year he 
got work started on a Tennessee plant 
which will produce high-purity hy- 
drogen, and added to his Longview, 
Texas plant with the announced aim 
of capturing some of the market for 
butyl and its derivatives. 

How much money Kodak makes on 
its chemicals is a $130-million ques- 
tion. But lumping all products to- 
gether, by the end of September 
Chapman had rung up a 13% increase 
in sales, which hit a record $487 mil- 
lion. He also salted away $58 million 
in earnings (28% more than a year 
ago), the best in Kodak’s history 

Stagnation? 

Chapman’s efforts and those of 
every other chemical maker notwith- 
standing, the industry’s leadership in 
1955 belonged, as always, to the 
mighty Colossus on the Delaware, E. 
I. du Pont de Nemours & Co. Like 
many an industrial giant these days, 
du Pont paid a common two-fold 
penalty for its size and success: har- 
assment by governmental monopoly- 
hunters, and harassment by Wall 
Streeters anxiously trying to discover 
a tell-tale sign which might indicate 
that Crawford Greenewalt’s test-tube- 
and-crucible empire was slipping. 

Some Canyon workers thought they 
spotted some sign of weakness when 
du Pont’s sales, after falling 3.2% in 
1954, rose only 8% (to $1.4 billion) 
above their 1953 level in 1955's first 
nine months. It was clear that sales 
of nylon, the one du Pont discovery 
most responsible for its soaring post- 
war growth, are beginning to level off. 
But it was also quite evident that du 
Pont’s other synthetics, Orlon and 
Dacron, and particularly the latter, 
are only just beginning to enter their 
period of fullest growth. There was 
nothing to show that du Pont was 
“stagnating,” as a few pundits con- 
cluded. Actually they were beguiled 
by misleading comparative figures: it 
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is a lot easier for a low-volume out- 
fit to look spectacular in the percent- 
ages than a pillar of the economy like 
du Pont. And safer too, for that mat- 
ter. Not that du Pont is above criti- 
cism. It is at least arguable that its 
dependence on textiles for 33% of its 
sales, and on General Motors for 26% 
of its net, is perhaps somewhat risky. 
Fancy and Fact 

No one, of course, found any weak- 
ness in du Pont’s profits. One or two 
pot-shotting Wall Streeters did tend 
to write off du Pont’s success as large- 
ly a matter of shrewd investing rather 
than of test tube wizardry (by the 
end of September, du Pont had col- 
lected $72.5 million in dividends on the 
63,000,000 shares of General Motors 
common in its portfolio). But the fact 
was that on its chemical business 
alone, du Pont rang up a stunning 
37% profit margin. What was more, it 
brought a tidy 15.2c of each dollar of 
sales down to net. Not another com- 
pany in the chemical industry even 
came close to matching that perform- 
ance. Nor can any of them match its 
showing on Forses’ yardsick lineuv 

Such pre-eminence has produced no 
evident complacency in Crawford 
Greenewalt. Last year he calmly 
went about his business and spent 
$135 million on new plant vs. $120 
million in 1954. In Texas, du Pont 
started work on a plant to make 
“Hypalon” chemical rubber (for white 
side-wall tires and floor coverings), 
and in New Jersey it erected another 
which will turn out “Cronar,” du 
Pont’s new polyester photographic 
base and film. In the Midwest Greene- 
walt opened up du Pont’s new East 
Chicago Works—the world’s largest 
unit for the production of sulfuric acid 
—anc promptly started building an- 
other big sulfuric acid plant in Ohio. 
Then, as if to prove that miracles 
breed miracles, du Pont began mar- 
keting a synthetic paper which is 
three-to-ten-times tougher than paper 
made from conventional pulp or rags. 
Its ingredients: fibers of Dacron, Or- 
lon and du Pont’s old standby, nylon 
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RAILROADS 


In a year of unprecedented prosper- 
ity, the railroads were still trying to 
get back on the right track. Not that 
the industry’s earnings statements re- 
flected the trouble. On the contrary, 
the reports themselves managed to 
capture some of the most spectacular 
headlines of the year in the financial 
press which, in turn, belatedly 
boosted the DJ rails to the highest 
mark since 1929. By the time nine- 
months earnings of the U.S.’s 130 
Class I roads had been tallied, the 
temptation to refer to the railroads 
as a healthy industry was getting a 
little hard to resist. On a mere 7% 
boost in operating revenues, to $7.5 
billion, the nation’s rail carriers in- 
creased their profits no less than 
62%, to $661 million. 

However, neither rail chieftains nor 
their most ardent followers in Wall 
Street were fooled by percentages. 
Last year’s fiscal performance was 
best reviewed as a sprightly recovery 
from 1954’s vexing recession. It was 
hardly, as some hoped, a valid sign 
of enduring health. 

That the rails bounced back in a 
year of record-breaking industrial 
activity was neither unexpected nor 
newsworthy; far more significant was 
the fact that they failed to rise much 
above their 1953 pinnacles. To some 
rail analysts it proved conclusively 
that the railroad industry, never par- 
ticularly robust and often very sickly, 
was still weak where weakness hurts 
most: in competition with airplanes, 
buses, trucks, pipelines, barges and 
the family automobile. For twenty- 
five years the rails, captained largely 
by men with a loser’s psychology, 
have fought a losing battle. 

New Rule Book? 

Even the knowledge that most of 

the traffic the railroads move today 
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will continue, perhaps forever, to roll 
along their rails is not entirely com- 
forting. The one big problem faced 
by railroad managements in 1955— 
how to make more money on freight 
and lose less on passengers—is the 
same one they have faced for decades. 
For the most part, they face it still in 
much the same parochial, backward- 
looking way: with loud cries that the 
old order be restored by curbing their 
upstart rivals. 

The prescription they want—the so- 
called Weeks Bill—still has to be 
passed by Congress, although it has 
the Administration’s blessings. Part of 
the remedy makes sense: it would 
strip the Interstate Commerce Com- 
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Here is how FORBES’ editors rate the 
management capabilities of twenty 
railroad companies (100% —perfec- 
tion): 

EASTERN 

Pennsylvania ($3,040.1)*.. 

N. Y. Central (1,974.2) 

Baltimore & Ohio (1,273.7) 

Chesapeake & Ohio (923.5) 

Norfolk & Western (596.8). . 

N. Y., Chi. & St. Louis (447.2)... 

Erie (440.7) 

SOUTHERN 

Southern (821.1) 

Iinois Central (661.7) 

Louisville & Nashville (628.4) 

Atlantic Coast Line (507.8) 

Seaboard Air Line (333.0) 

WESTERN 

Southern Pacific (1,985.7) 

Santa Fe (1,484.9) 

Union Pacific (1,385.6). . 

Great Northern (914.8)... 

Northern Pacific (901.3) 

Chi., Milw., St. Paul (668.4) 

Chi. & North Western (527.4) 

Chi., Rock Island & Pac. (470.9) 


*in parentheses, total assets in millions as of 
latest report. 
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mission of many of its now senseless 
rate-making powers, devised long ago 
when the railroads enjoyed a tight 
monopoly in overland transportation 
(“Monopoly ?” Eastern 
rail executive recently. “That's a 
laugh. Everywhere I look there's a 
truck hauling the freight our railroad 
used to carry. Sometim s I'm afraid 
they'll start hijacking it right off my 
boxcars.”) Part does not make sense, 
because it amounts to little more than 
an appeal to that last refuge of un- 
competitive weakness—government 
protection. (One railroad house or- 
gan, noting that bargemen along the 
Illinois waterway might have to sus- 
pend their winter operations because 
the Coast Guard had not received the 
necessary $200,000 appropriation for 
ice-breaking, wailed piteously: “That 
is as it should be. The railroads, at 
their own expense, must keep their 
right of way open during 
winter weather .. .”) 

But whether the railroads find it at 
home or in the Government's lap, 
some solution is clearly overdue. Year 
before last, the entire railroad in- 
dustry eked out a bare 3°) return on 
its net property investment (most 
savings banks today pay at least that 
well). It was also a far cry from 1953's 
4.2%, and farther still from the 6° 
return most industries regard as the 
barest acceptable minimum. In last 
year’s boom, railroads came no closer 
to that “minimum” than they did in 
1953. 

“The railroads’ antiquated book of 
rules,” thundered the Chesapeake & 
Ohio’s Walter Tuohy, “has built up 
nothing but stumbling blocks.” 
Added another railroad in a widely- 
circulated national advertisement: 
“Let’s stop patching the patches. Let's 
ask Congress to scrap our 1887 
breeches and give us a new model.” 


growled one 


freezing 


Unwanted Business 
Whether a new rule book alone, 
desirable as it is, can do the trick, re- 
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mains to be seen. Merely to stay alive 
competitively, the roads must con- 
tinue to plow millions of dollars of 
their earnings back into their road- 
beds and rolling stock. In a sense, they 
are racing hard just to stand still. 
Over the past five years their plowed- 
back profits have done little to im- 
prove their earnings (see yardsticks). 

One obvious solution to this dilem- 
ma is to abandon uneconomic services. 
One such that many a railroad man 
would gladly give up—or at least says 
he would—is passenger traffic. Since 
the end of World War II, the number 
of passengers on Class I railroads has 
dropped from 790 million to 439 mil- 
lion, revenues from almost $1.3 billion 
to $767 million. The Milwaukee Road 
claims, for example, that one of its 
passenger runs is patronized only 
when snow blocks the adjoining high- 
way. The Illinois Central, in seeking 
authorization to abandon its century- 
old passenger service between Louis- 
ville and Fulton, claimed that only 
60 passengers, on the average, ever 
made the trip. At least 240 are needed 
to break even. 

Profitless Pruning 

If railroaders had their way, they 
would quickly abandon some 700 
trains that have long been hopeless 
money-losers. In 1954, the nation’s 
Class I railroads managed to lop off 
180 passenger trains; the year before 
it was 150. Last year they were still 
derailing them with a vengeance, 
hoping to make a dent in the stagger- 
ing $669-million passenger deficit 
piled up in 1954. But such deficits 
seem somewhat impervious to prun- 
ing. Despite cuts in service, 1954’s 
passenger loss was no great improve- 
ment over 1953’s $704 million and 
1951’s $681 million, and somewhat 
worse than 1952’s $643 million. Not a 
single major U.S. road made so much 
as a nickle of pro‘it from its passenger 
operations last year. 

Said the National Association of 
Railroad and Utilities Commissioners 
in its annual survey: “The railroad 
passenger deficit . . . continues to pose 
a serious threat to the solvency of the 
railroads and to their operations as 
a private enterprise.” 

The same can be said for mail and 
LCL (less-than car-load) freight rev- 
enues. Many railroad men say they 
don’t pay their way. Yet, given the 
freedom, there is plenty of evidence 
that some railroaders would price 
themselves out of all three markets 
(even where there is now traffic in 
bulk to carry)—and live to regret it. 

Probably far more realistic than 
any formula made in Washington 
(apart from freedom to make neces- 
sary abandonments) are two new 
imaginative devices: for passenger 
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losses, new economical equipment like 
the low-slung Talgo train; for truck- 
ing competition, piggyback trailer 
hauling and stepped-up service. Both 
have been talked about for years and, 
until last year, largely just talked 
about. But, in piggyback operations 
at least, 1955 was the year of doing, 
not talking. Wall Streeters, long ac- 
customed to mere verbal solutions to 
railroad problems, were rightfully im- 
pressed. But there still seemed to be 
a lot of the customary whistle-blow- 
ing ahead before the Talgo or some 
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counterpart got rolling in sufficient 
numbers. 

Nevertheless, probably no railroad 
could entirely overcome its passenger 
deficit, even if it abandoned passen- 
ger-hauling. Revenues after all are 
revenues, and against the railroads’ 
passenger income is charged part of 
the dispatching, signaling and main- 
tenance-of-way expenses that freight 
operations would otherwise have to 
bear. 

Profits & Prophecy 

In the East last year, optimism 
dawned early, never waned. By the 
time the Pennsylvania Railroad’s 
James Miller Symes hustled off to 
Chicago to inspect General Motors’ 
bright new Aerotrain in September, 
he was hurling cheery forecasts around 
like a baseball manager in spring 
training. The railroads, Symes told 
luncheon guests at GM’s Powerama, 


had better get set to spend a walloping 
$20 billion for capital improvement in 
the next 10 years, or twice what they 
have spent in the last decade. Ten 
years from now, Symes predicted, 
railroads will be hauling 850 
billion tons of freight annually, 53 
more than they carried in 1954 

Jim Symes, an able railroad pro 
had already opened the 
pocketbook to take the corollary 
action called for. A few weeks earlier, 
he had shelled out more than $32 
million of the Pennsy’s hard-earned 
cash for 4,000 brand-new boxcars. It 
was a bold bet that the economic 
prosperity that brought $690 million 
rolling into the Pennsy’s revenue ac- 
count by the end of September will 
continue. Altogether, since 1946, 
Symes and predecessor Walter Frank- 
lin have plowed many millions back 
into capital improvements. So far the 
payoff has been a hardly noticeable 
downward drift in the Pennsy’s oper- 
ating ratio (for 1955's first nine 
months, it stood at a far from satis- 
factory 81.5%). Actually the sheer 
size of the Pennsy’s problems has 
camouflaged the real gains. But the 
Pennsy is still a long way from re- 
gaining its pre-1946 pale-blue-chip 
status, much less the gold-plated rep- 
utation it earned before 1929. 

Symes, however, deserves an A for 
aggressiveness if not for results. At 
the risk of one fine day being branded 
as the industry’s most incautious 
long-range prophet, he bustled off to 
Miami Beach last fall to say, in what 
amounted to a public castigation of 
generations of stodgy rail manage- 
ment, that railroad service “must be 
sold to the public and not just kept 
available as in the old days. We must 
become used to the idea of investing 
money, not just to hold our own 
against competition, but to earn 10% 
or 20% on the improved operation.” 

A shocking prospect? Railroadmen 
had heard so little of this kind of talk 
in the past quarter-century, except 
as calculated to win proxy fights, that 
the effect was very much like heady 
wine on an empty stomach. No less 
shocking was the fact that Symes 
took his own advice, went home and 
shook up the Pennsy management 
from top to bottom, breaking his 
sprawling 10,000-mile rail network, 
the U.S.’s most heavily trafficked, into 
nine separate and autonomous divi- 
sions, each bossed locally. One big 
object: a more effective “grass-roots” 
campaign to solicit traffic and to pro- 
vide customized service. (The Pennsy 
is still notorious among 
traffic-men for its slow 
claims.) 

While streamlining his $3-billion 
empire, at least on paper, Symes was 
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also laying heavy bets out at the 
track. With an eye to cutting the 
Pennsy’s $44-million passenger def- 
icit (already pared considerably from 
1951’s $72 million), Symes bought a 
$1-rnillion Budd Tubular train which 
will go into rail-hugging service ext 
year. While only a pilot unit, it was 
a step in the right direction. 

On the freight front, Symes also 
engineered some notable advances in 
the art of “TrucTrain” (i.e., piggy- 
back) operations by (1) tieing New 
York, Chicago and St. Louis into 
Pennsy’s trailer-toting network and 
(2) working out a major interline 
trailer arrangement with the Norfolk 
& Western that will eventually cut 
Virginia-to-New York freight time 
by 24 hours. 

For such ventures, Symes had some 
solid encouragement: the Pennsy was 
wallowing in unfamiliar profits. By 
the end of September, the line had 
pocketed a $32-million profit (vs. a 
mere $18.6 million in all of 1954), and 
was highballing toward its highest 
annual earnings since 1945. Yet for 
the Pennsy, income means outgo. “We 
must,” said Symes recently, “. 
spend the necessary money to grow.” 
Actually, however, that is a some- 
what optimistic way to put it. As a 
look at the “Plowback Performance” 
yardstick shows, the Pennsy has had 
to plow back two thirds of its profits 
just to keep earnings from falling 
behind. 

Bows and Buts 

At the New York Central, the free- 
wheeling management team of Robert 
Ralph Young (chairman) and Alfred 
Perlman (president) also announced 
some heavy spending: a staggering 
$118 million for 14,750 freight cars. 
It brought the Central’s 1955 author- 
ized (but not spent) outlays for new 
equipment to $150 million. Said Perl- 
man: “A vote of confidence in the 
economy.” 


It was also, rival railroaders sug- 
gested, a desperate move to get some 


top-shape rolling stock on _ the 
Central’s tracks. And, some Wall 
Streeters intimated, a bit of grand- 
standing that will have little effect on 
the Central’s 1955 reported profits. 
Young and Perlman claim that when 
they took over control of the Central 
in mid-1953, equipment maintenance 
had been sadly neglected. Actually, 
however, Perlman all but suspended 
maintenance in order to show a thin 
$9.2-million profit for the year. Both 
Young and Perlman took deep bows 
for rescuing a pittance from Central’s 
dreariest fiscal campaign in almost a 
decade. Said Young grandly of Perl- 
man’s performance: “one of the most 
expeditious jobs of corporate reha- 
bilitation in history.” Skeptical Wall 
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The rulebook, too, was ancient. 


Streeters, however, concluded that to 

do it, they had simply robbed Peter to 

pay Paul, and that Peter will sooner 

or later have to be paid his price. 
Tarnished Armor 

Perlman did indeed display a posi- 
tive genius for cost-cutting, even 
though some muscle was sliced away 
with the fat. He ripped up miles and 
miles of “useless” main track, par- 
ticularly along the vital 185-mile 
Cleveland-Buffalo segment where two 
tracks now do the work of four and 
save $1 million annually in main- 
tenance costs and expenses. He also 
drew up plans to consolidate seven 
Buffalo freight yards into one big 
classification center. 

Thanks to the boom in rail traffic, 
and possibly helped by over-lusty 
maintenance cutbacks, Perlman was 
able to hack the Central’s operating 
ratio from 85.7% to 78.8% last year. 
And with an 8% gain in ten-month 
revenues, to $627 million, the Central 
showed a $43.6 million profit (vs. a 
$2.7-million loss in 1954’s first ten 
months). This enabled Young to put 
the Central’s common on a regular 
$2-a-year dividend basis. But for the 
long term good of the road, some 
rail analysts implied, he might better 
have shunted some of the dividend 
money back into the Central’s road- 
bed (predecessor White’s unspec- 
tacular formula for the long-term 
payoff). 

Out From Under 

What the railroad industry really 
needs is a few more wizards like the 
Baltimore & Ohio’s Howard Simpson. 
Simpson had been doing some pruning 
too and he had a much sounder look- 


ing railroad than the Central when - 


he was finished. 
The B&O’s malady was deep-seated 
and apparently hopeless. Although in 


1954 Simpson had managed to retire 
$44 million of the B&O’s debt, the 
road was still badly hobbled by the 
same awkward schedule of retire- 
ments that had kept it in a financial 
straightjacket since 1933. There is also 
more than a little evidence that 
Simpson’s predecessors deliberately 
dragged their heels paying it off, 
shamelessly coasted along on RFC 
loans. 

After much searching, however, 
Simpson found the necessary cure. 
By the time summer was out, he had 
floated a $280-million issue of mort- 
gage bonds to replace a $269-million 
hodgepodge of debts left over from 
Depression days. In so doing, he bal- 
anced and stretched out maturities, 
cut the B&O’s annual fixed charges to 
less than $20 million, and established 
a highly flexible base for financing 
future improvements. By autumn the 
nation’s oldest railroad was in better 
financial shape than it had been in 
more than 20 years. 

Not that its revenues and profits last 
year adequately reflected it. Despite 
nine-month revenue gains (11% to 
$317 million) and net earnings (75% 
to $18.6 million), Simpson will have 
to tell stockholders at annual meeting 
time that the B&O’s earnings have 
fallen short of their 1952 and 1953 
levels. 

A Study in Blue & Gold 

As the U.S.’s fifth biggest hauler of 
soft coal, Simpson’s B&O simply could 
not match performances last year with 
two of the largest bituminous carriers 
in the land, the Chesapeake & Ohio 
and the Norfolk & Western. Few rail- 
roads, for that matter, could. The two 
brightest blue chips in eastern rail- 
roading (the N&W has paid steady 
dividends since 1901; the C&O has 
missed only two since 1899), both 
roads continued to find pure gold last 
year in the West Virginia and Ken- 
tucky coal fields, the coal industry re- 
cession notwithstanding. By the end 
of October, the N&W increased its 
year-to-year carloadings 22%, the 
C&O 23%. Not another major road in 
the country came anywhere near 
matching these gains. 

Few could match their profitability 
either. While the N&W’s heavy de- 
pendence on coal (some 60% of total 
freight revenues) in the past has kept 
it from growing as fast as better di- 
versified carriers, it looked like a sure 
bet to crack the $200-million-revenue 
mark by year’s end, compared with 
$170 million in 1954 and a record- 
high $207 million in 1951. Better still, 
its profits, which never dropped below 
$26 million in any of the past five 
years, will probably hit $45 million— 
the highest mark in its history—when 
all 1955 returns are in. 
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Yet, as measured by Forses yard- 
sticks, the N&W’s conservative man- 
agement is no standout. Growth of 
stockholders’ equity, increase’ in 
earnings resulting from plowbacks 
(none), and even high earnings on 
shareholders’ investment, are not its 
forte. But among its trophies it can 
display stability of earnings, in good 
years and bad, and the honesty to 
recognize that unless it can use heavy 
plowbacks to boost per-share earn- 
ings, it has an obligation to make a 
good percentage payout to investors. 
The N&W is a lucky road, strategically 
located. Its management, though not 
brilliant, is capable and fair. 

The Chesapeake & Ohio’s able 
Walter Tuohy is equally lucky, yet 
more ambitious. In earning power and 
growth of equity, the C&O has few 
if any peers. Considering the earnings 
buildup financed by plowed-back 
profits, its average 50-50 payout policy 
is just. Boasting the East’s lowest 
nine-month operating ratio (66.7% 
vs. runnerup N&W’s 67.2%, and the 
Nickel Plate’s 68.2%), the C&O 
brought home a whopping $48-million 
profit from $315-million, 10-month 
revenues. Not that these profits came 
as any surprise to Tuohy. “There is 
a new look in.the league,” he had told 
C&O stockholders last spring. “The 
year 1955 will mark the crossroads of 
the rails’ recovery.” 

New Name, Old Look 

Actually, the C&O has been at the 


top of the Eastern League for years. 
Ranked only 16th among all US. rail- 
roads in total track mileage, the C&O 
wound up seventh in total revenues 
and fourth in profits. Only the far- 


roaming Western lines—the Union 
Pacific, Southern Pacific and Santa 
Fe—rolled up higher earnings than 
the C&O. 

Like the C&O, which closed out a 
whopping postwar improvement pro- 
gram only to lay out another $83 mil- 
lion last year for new freight cars, the 
Norfolk & Western is also in a spend- 
ing mood. Last year President Robert 
Smith broke a long coal-burning 
tradition by ordering eight diesel lo- 
comotives—the N&W’s first. But this 
concession is not likely to alienate 
Smith’s best customers. On his tracks 
last year he was also testing a big 
steam-turbine locomotive (affection- 
ately called “Jawn Henry”) which 
hauls 13% more tonnage than his 
present equipment, saves 30% in fuel 
costs—and burns pure coal. 

Whatever Smith decides to spend on 
new equipment, Wall Streeters are 
quick to note, he can well afford it. 
The N&W’s funded debt is a paltry 
$36 million. Better yet, its passenger- 
hauling business is a_ gratifyingly 
small 2.4% of its total revenues, a 
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percentage matched by the C&O and 
surpassed in the East only by Lynne 
White’s New York, Chicago & St. 
Louis, better known as the Nickel 
Plate. 

White, whose generally able man- 
agement shows up clearly on ForBEs 
yardsticks, moved up last year to the 
Nickel Plate’s chairmanship, leaving 
the presidency open to a _ veteran 
Nickel Plater (39 years), former Ex- 
ecutive Vice President Felix Hales, 61. 
Together they shrewdly juggled the 
Nickel Plate’s capitalization, replaced 
its preferred stock with $36-million 
income debentures which will save, 
after sinking fund provisions, 25c a 
year on each share of common. But 
White and Hales were also forced to 
cut freight rates on Ohio coal and steel 
in order to keep truckers from mus- 
cling into their market. Thus, despite 
a 16.7% increase in carloadings, the 
Nickel Plate boosted its revenues only 
11% (to $119 million), wound up with 
an unspectacular $11.9 million nine- 
month profit, compared with 1954’s 
$9.2 million. Main plus factor on the 
Nickel Plate’s management score 
card: growth in investor’s equity; 
main liability: the slim 16.1% average 
dividend payout without adequate 
earnings growth to justify the heavy 
plowback. This obviously leads to one 
of two conclusions: 1) either that re- 
ported earnings overstate the road’s 
actual effective earning power as far 
as investors are concerned, or 2) that 
management is incapable of using the 
plowback effectively. 

Proper Perspective 

Far less attractive at the nine- 
month mark was the puny $2.1 
million profit rung up by Paul John- 
ston’s Erie Railroad. Despite 1) a 4% 
increase in revenues to $118 million, 
2) an exchange of preferred stock for 
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income bonds which will save $1 
million annually in taxes, and 3) the 
bright prospect of another $16 million 
in revenues rolling in from two new 
automobile assembly plants along its 
lines, the “High & Wide” never got 
rolling. A hurricane washed out some 
of its tracks, demolished 
car repair shop, and left its profits 
26% lower than in 1954, 69°) lower 
than in 1953. But for its good buildup 
of equity and a liberal payout, Erie 
management would show upon Forses’ 
score card as something of a dud. 

The High & Wide’s unhandsome 
performance last year had a sobering 
effect not only on Eastern railroading 
but also on Wall Street’s figure- 
fanciers who have long tried to chart 
its erratic course. The seven Eastern 
roads have obviously made a come- 
back. On an overall 10.3% increase 
in nine-month revenues, their profits 
shot up 148%. But, in proper perspec- 
tive, it was hardly an impressive per- 
formance. Since 1953, they have man- 
aged to boost earnings only 5° 
their revenues 
9% lower. 

Ambush Along the Track 

The South, had its luckless 
Erie last year in the Louisville & 
Nashville. The trouble was not floods 
and hurricanes, but gunfire and burn- 
ing trestles, dynamite and derailed 
freights. The L&N’s boss, John Tilford, 
stubbornly, if unwisely, stuck to his 
privilege to negotiate an employee in- 
surance plan at variance with that 
which other railroads had already 
agreed upon, and blundered into a 
union ambush. For two 
freight yards lay silent 
in the spring rains. 

Through it all, Tilford stoutly pro- 
tested that principle—not money-- 
was involved. But by the time vic- 
torious strikers came back to work, 
even the big boom in coal-hauling 
was unable to pull the “Old Reliable” 
out of its fiscal rut. At the nine- 
month mark, the South’s Coal Porter, 
as it sometimes likes to call itself, had 
turned out an undistinguished tune: 
revenues down 13% to $127 million, 
were also 30% lower than in 1953. Not 
since 1946 had Ellen N put on such a 
miserable performance. 

But unbending as Tilford had been 
in the face of heated labor demands, 
he demonstrated remarkable agility 
in rescuing whatever profits he could. 
By cutting maintenance expenses to 
the bone, he actually shunted $16.5 
million into L&N coffers—a rather 
incredible 33% more than a year ago. 
He also rang up the second-highest 
profit increase south of the Mason- 
Dixon line, beating the Illinois Cen- 
tral (30%), Atlantic Coast Line 
(17%) and the Seaboard Air Line 
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(8%). Only the mighty Southern, on 
a 66% gain, forged well ahead. 
Cost-Cutting & Consolidation 

Whether Tilford’s maintenance- 
cutting will ever come back to haunt 
him another day may never be 
known. For Tilford is about ready to 
take another neighbor road—the 75% 
controlled Nashville, Chattanooga & 
St. Louis—into the L&N corporate 
network. The consolidated roads, says 
Tilford optimistically, will not only 
offer faster service but will get more 
business than they ever got separ- 
ately. Even more important, Tilford 
expects to cut a cool $2 million from 
their present combined operating 
expenses. 

No one really doubts able but 
crusty John Tilford’s ability to do so. 
His reputation as a cost-cutter is as 
solid as the South he serves. Last 
year, he wound up construction on a 
new $12-million freight yard at Chat- 
tanooga which will save $1 million 
annually. On the fire now are three 
more projects: a $10-million yard at 
Birmingham, a $15-million yard at 
Atlanta (to be built jointly with the 
Atlantic Coast Line), and a possible 
$10-million expansion of the L&N 
yards at Louisville. Better yet, Til- 
ford has had _ better-than-average 
success in eliminating poorly-pa- 
tronized passenger trains (some 40 
pairs since 1950). Although the L&N 
piled up a $17-million passenger defi- 
cit in 1954, Tilford is steadily cutting 
his way toward a cherished goal: a 
passenger service which makes 
money. A noble ambition, but per- 
haps a too hopeful one. 

A Welcome Kicker 

The L&N has demonstrated that it 
can make money even in troubled 
times. Except in 1933, dividends have 
been paid in every year since 1899. 
That fact is of no mean significance 
to Champion McDowell Davis’ Atlan- 
tic Coast Line, which has missed only 
six times since 1901. As owner of 
35% of L&N’s stock, the ACL collects 
over $4 million each year in L&N 
dividends, another $2 million from 
jointly-owned (with the L&N) 
Clinchfield Railroad and the Georgia. 
As a result, it pays off its entire an- 
nual fixed charges without using a 
cent of its railroad earnings. 

Fortunately so. Without this divi- 
dend kicker—roughly 44% of total 
earnings before charges—Davis would 
never be able to pay the dividends he 
does. Even at that, Davis pays out 
only 33.2% of earnings, but he also 
makes the heavy plowback pay off. 

In other respects, however, ACL 
trails in the Southern League. As a 
railroad, the 5,344-mile Atlantic 
Coast Line is no great model of 
Southland efficiency, even though 
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Davis had dieselized it completely and 
has spent a high proportion of his 
revenues on maintenance. Its passen- 
ger business is too high (11% of total 
revenues) and loses too much money 
($13 million in 1954). Worse yet, 
traffic density along its tracks is rela- 
tively light, and its heavy dependence 
on Florida phosphate rock risky. Last 
year phosphate miners struck, paring 
ACL’s nine-month revenues to $114 
million (a mere 3% above 1954’s), 
and sending its operating ratio rocket- 
ing to 84.7% (compared with the 
L&N’s 73.8%, Illinois Central’s 72.7%, 
Seaboard’s 72.3% and Southern’s un- 
touchable 66.5% ). 
Competitive Gripe 

For many of their problems, ACL’s 
Davis and L&N’s Tilford could look 
to Harry DeButts’ ferociously compet- 
itive Southern Railway. Angrily, last 
year they sent their lawyers into 
Washington’s Interstate Commerce 
Commission to charge DeButts with 
using some highly unethical methods 
to attract traffic away from other 
Southland carriers. DeButts, for his 
part, promptly branded them “poor 
losers” and went about his business— 
which was ringing up the highest rev- 
enues and profits in Southern’s his- 
tory. By year-end, DeButts seemed 
destined to collect a fat $38 million 
profit—a walloping 15% more than the 
Southern banked in its previous rec- 
ord years (1953 and 1942). 

Doorbells & Geography 

Any way you look at it, the 
Southern’s is top-drawer manage- 
ment. The results that it produced last 
year were more than enough to con- 
vince Wall Street trend-watchers that 
the hullabaloo about industrial 
growth in the South is not merely an 
overzealous boast by assorted South- 
land chambers of commerce. Because 


DeButts and the Illinois Central’s 
Wayne Johnston continue to knock 
themselves out to get new traffic along 
their lines, the southern carriers at 
the third-quarter mark managed to 
squeeze out a thin 3% increase in 
revenues, but a far more spectacular 
37% increase in earnings. Over the 
long haul, however, these gains were 
wiped out; since 1953, profits on the 
southern roads have fallen almost 5%, 
revenues 9%. 

In the Southern’s case, prosperity 
is as much a matter of Harry DeButts’ 
successful soliciting as it is a matter 
of geography. Its lines wind through 
every state south of the Potomac and 
east of the Mississippi except West 
Virginia, giving it a kind of broad 
diversification few other roads can 
boast. But DeButts, by ringing door- 
bells and personally talking to ship- 
pers, has been largely responsible for 
bringing the traffic there. At the nine- 
month mark, he _ had _ boosted 
Southern’s revenues almost 13%, to 
$206 million. Four other Southern- 
controlled railroads, two of which 
form the Southern’s profitable Queen 
& Crescent route between Cincinnati 
and New Orleans, piled up a com- 
bined 16% revenue gain, to $70 
million. 

Downfield Scramble 

On the Illinois Central, Wayne 
Johnston did not have quite that kind 
of year. But the Illinois Central’s 30% 
gain in nine-month profits (to al- 
most $18 million) on a mere 5% in- 
crease in revenues (to $217 million) 
was striking for one important reason: 
it reflected Johnston’s heavy-handed 
slashes in the Central’s debt. Fifteen 
years ago the IC was so hobbled by 
heavy fixed charges ($16.4 million) 
that it barely showed a profit for the 
year. By the end of 1954 Johnston had 
hacked the charges to a mere $8 
million and was still slashing when 
1955 began. 

But when he spotted what looked 
like a fine opportunity to redeem the 
IC’s preferred with cash from the sale 
of $18 million sinking fund deben- 
tures, he missed his timing by a mile. 
No sooner had he called the preferred 
for redemption than a soaring market 
started a flood of conversions into 
common. Stuck with a debt he did not 
need, Johnston scrambled downfield 
like a quarterback trying to catch 
his own forward pass, bought back 
$12.5 million of the issue on the open 
market. He would have bought back 
more had it been possible, because a 
whopping 98% of the preferred had 
been turned in for common. 

With the preferred stock and its $1- 
million-a-year dividend drag out of 
the way, Johnston was in ebullient 
spirits. “Today,” said he, “the Illinois 
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Central is like a fighter who has 
trained down to his best fighting 
weight, ready to take on all comers.” 
But by Forses yardsticks, the IC’s 
record is still below par for southern 
roads, even considering the liabilities 
Johnston started with. Heavy plow- 
backs have produced the lowest re- 
turns in the group, and in other re- 
spects only the Coast Line has a 
lower management batting average. 

Easily the stablest management in 
the Southland is the Seaboard’s—in 
every respect. Not that the Seaboard’s 
John Smith does not have problems. 
He does. 

Although seaborne freight is noth- 
ing new (railroad freight cars have 
been shipped up and down the Atlan- 
tic Coast for years), Smith is faced 
with plans by the McLean interests to 
team up with Waterman Steamship 
Corp. to combine cheap water trans- 
portation with door-to-door trucking 
service. It could mean rough com- 
petition. 

Moreover, a three-months strike 
tied up production of Florida phos- 
phate rock, a $17-miilion-a-year item 
which accounted for 13% of the Sea- 
board’s freight revenues in 1954. As a 
result, the Seaboard’s total revenues 
rose less than 2% (to $114 million) in 
1955's first nine months. But Smith’s 
remarkable agility at controlling 
costs saved the day—and not for the 
first time. In the three years through 
1954, Seaboard’s revenues fell steadily 
from $161 million to less than $150 
million. But profits stabilized at $20 
million, $20.9 million and $20.1 mil- 
lion. If Smith has been able to hold his 
profit gain (8% in 1955’s_ nine 
months) in the year’s waning weeks, 
the Seaboard will have netted an esti- 
mated $21 million—the highest profit 
it has turned in since 1943. 

Troublesome Tycoon 

On the Main Street of the North- 
west, as the Northern Pacific calls its 
route from Lake Superior to Puget 
Sound, business last year was better 
than usual. Lumber and grain moved 
well. So well, in fact, that Nipper’s 
Robert Macfarlane highballed into 
October with revenues up 7%, profits 
up 64%. 

But good as business was, Macfar- 
lane was not the tycoon of Main 
Street. Across the way his biggest 
competitor—the Great Northern’s 
John Budd—was doing much better. 
Budd, who operates over a network 
of tracks that parallels the Nipper’s 
mile after mile across the northern 
tier of western states, boosted GN’s 
nine-months revenue 6%, profits 44%. 
But Budd, as always, continued to 
sport a far more profitable railroad. 
From each dollar of GN’s revenues he 
collected 11.2c in operating income 
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(before taxes and fixed charges). The 
best Macfarlane could haul in was 
10.7c. 

One statistic told the story. Macfar- 
lane, in twelve months time, had 
whacked Nipper’s operating ratio 
from a dangerously high 85.1% to a 
safer 78.5%. In so doing, he also beat 
both the Chicago & North Western’s 
78.7% (down from 85.6%) and the 
Milwaukee Road’s 83.7% (down from 
85.8% ). Meanwhile Budd had the GN 
rolling along in a class by itself among 
the so-called northwestern roads. 
Methodically, he had hacked its ratio 
from a splendid 65.8% to a positively 
brilliant 61.7%, lowest of any major 
railroad in the country. 

Needed: Another Kicker 

The difference between these two 
North Country neighbors continued, 
however, to be more than a matter of 
ratio. Although the GN and the NP 
long ago teamed up to control the 
profitable Chicago, Burlington & 
Quincy (each owns 48.6% of CB&Q’s 
common), Macfarlane needs every 
cent of the $6.2-million dividend 
money he gets each year from the 
Burlington. Budd doesn’t. Without so- 
called non-operating income to pay 
off the Nipper’s $10.5 million fixed 
charges, Macfarlane would have 
shown a thin $3.3 million profit for 
1954. Under the same circumstances, 
Budd would easily have met his $8.1 
million charges and would have 
banked a respectable $13.6 million net 
profit as well. 

So, while Macfarlane worked hard 
last year at cutting costs on his rail- 
road (e.g., a $5-million “push button” 
freight yard at Pasco, Wash.), he was 
also keeping close watch on the Will- 
iston oil basin where NP owns 3,000,- 
000 acres of land. Although NP’s oil 
receipts last year grossed less than 
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$2 million (compared with an esti- 
mated $180 million from railroad 
operation), Macfarlane is hopeful that 
oil drilling, in addition to profits from 
a 10% interest in a new $19-million 
pipeline in Montana, will one day con- 
tribute sizably to the Nipper’s badly- 
needed outside income. 

Bumpy Roads 

John Budd’s Great Northern also 
cuts across the Williston Basin. But 
last year Budd concentrated on mak- 
ing his dollar-sound railroad even 
stronger by building a new $6-million 
freight yard at Minot, S.D. While he 
was doing so, the Chicago, Milwau- 
kee, St. Paul & Pacific's John Kiley 
was trying to strengthen his own 
10,600-mile system (the U.S.’s fourth 
longest) via a merger with the 9,500- 
mile Chicago & North Western. 

Across the board, the Milwaukee 
Road and the North Western rate as 
far below Nipper as the GN does 
above it. The Milwaukee's big 
troubles last year were the same as 
always: not enough choice markets 
and too many competitors; the 
North Western’s were: of the 
same. 

As a transcontinental railroad the 
Milwaukee follows the Northern Pa- 
cific and the Great Northern into the 
Pacific Northwest—and runs a very 
poor third. The GN, in fact, grossed 
10% more than the Milwaukee last 
year over a 22% shorter system. Nor 
did Kiley seem to have any better 
luck in finding traffic along his lines. 
Even in a booming year, the Milwau- 
kee’s nine-months revenues rose only 
2.7%, to $180 million. 

But the competitive squeeze on the 
Milwaukee Road is even tighter in 
Iowa, South Dakota, Minnesota and 
Wisconsin, where Paul Feucht’s Chi- 
cago & North Western is struggling to 
stay alive. A year ago the two roads 
began a joint study on ways to “con- 
solidate” some of their overlapping 
facilities. Now a full-scale merger 
appears inevitable. The North West- 
ern limped into October with a 
skimpy $1.3 million profit—not even 
enough to cover dividends to its pre- 
ferred stockholders. How much Feucht 
can help matters by his recently-ne- 
gotiated piggyback interchange agree- 
ment with a flock of Eastern roads 
(including the Pennsy, B&O, Nickel 
Plate) is still a matter of deep con- 
jecture. 

Rating the North Western’s man- 
agement is difficult: the most that can 
be said for it is that it tries but does 
not succeed. The Milwaukee’s meas- 
ure is easier to take: it tries hard and 
succeeds only minimally. Except, that 
is, in one notable respect: the 41.3% 
earnings it had plowed back into 
operations over the past five years has 
produced a surprising boost in earn- 
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ings. But, impressive as the percent- 
age gain is, the earnings themselves 
are still pitifully low. 
In Passengers, Prestige 

Yet, no railroad that can cover its 
fixed charges four times over can 
quite be called a financial weakling. 
Last year, in fact, it became stronger 
in two ways: 1) the government re- 
funded $11.6 million of its 1942-1947 
taxes, and 2) Kiley exchanged $60 
million debentures for half of the Mil- 
waukee’s preferred stock, thus reduc- 
ing taxes by $1.5 million annually. 

Newsworthy, but hardly conducive 
to profitability, was Kiley’s quick 
move to take over the North West- 
ern’s easternmost leg of the crack 
passenger runs which the Union Pa- 
cific and the Southern Pacific operate 
into Chicago. Kiley can simply afford 
the luxury; the North Western’s 
Feucht cannot. 

Whether Kiley, or any other big 
Western passenger hauler can ever 
again make a profit on passenger 
operations is extremely doubtful. Lo- 
cal-stop trains are virtually doomed 
to eternal deficits, while crack trans- 
continentals are faced with mass de- 
sertions to economical (and much 
faster) aircoaches that literally swarm 
all over the West. 

Kiley’s road lost $23 million hauling 
passengers in 1954, but its losses were 
minor compared with the Santa Fe’s 
$46 million, the Southern Pacific’s $51 
million and the Union Pacific’s $53- 
million passenger deficit, highest in 
the land. Even the Chicago, Rock 
Island & Pacific, which rightfully 
boasts the tightest control of passen- 
ger expenses west of the Mississippi, 
piled up a $15.6-million loss on its 
$30.5-million passenger revenues. But 
swift shiny streamliners are also ex- 
cellent, if expensive, advertising—if 
a road can afford to pay for the pres- 
tige. 

A New Symbol 

One railroad which seemingly can 
afford it is John Farrington’s Rock 
Island, which collects a relatively high 
9% of its total revenues from its pas- 
senger runs. Ever since it came out 
of reorganization in 1947 with its fixed 
charges greatly reduced, the “Route 
of the Rockets” has been a symbol of 
solvency rather than near-bank- 
ruptcy. Last year, Farrington intro- 
duced a new symbol: ACF’s Talgo- 
type train which the Rock Island 
promptly dubbed the “Jet Rocket,” 
and shot into service between Chicago 
and Peoria. 

But other than the Talgo and a tax 
savings on an exchange of income 
debentures for the road’s preferred 
stock, The Rock Island is only a so-so 
performer. Growth of equity is good, 
but earnings are only fair and results 
from heavy plowbacks imperceptible 
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in the profit column. Moreover, 
through September, the Rock Island’s 
revenues had risen less than 1%, re- 
flecting the slow industrialization of 
its service area. 

By comparison, the huge land-and- 
track empires owned by Fred Gur- 
ley’s Santa Fe, Arthur Stoddard’s 
Union Pacific and Donald Russell’s 
Southern Pacific are exploding with 
industrial activity. Russell, particu- 
larly, is literally racing to keep ahead 
of the transportation demands loom- 
ing on the western horizon. But that 
expansion, in the past at least, has 
done little to improve Southern Pa- 
cific stockholders’ equity, and the re- 
sults of its 54.8% average plowbacks 
have been unimpressive. Earnings on 
equity are merely respectable. 





UNION PACIFIC’S STODDARD 
Best in the West. 


Things, however, may be changing. 
Early last year Stoddard began plac- 
ing freight car orders in such tiny 
driblets that it appeared he was taper- 
ing off on the huge capital expendi- 
tures which have gobbled up over 
$800 million since the end of World 
War II. By November, however, 
Stoddard was back in fine free-spend- 
ing form with a $90-million order 
for 10,700 freight cars. In SP’s banner 
year for capital outlays, Russell also 
hauled heavy profits from his eight- 
state empire. In nine months, the SP 
banked almost $48 million, 36% more 
than in 1954 and its third-highest 
profit ever. 

Fortune is Fickle 

In a sense, Russell was outshining 
both Fred Gurley, who boosted the 
Santa Fe’s profits 22%. to $51 million, 
and the UP’s Stoddard, who rang up 
a profit of $58 million—a 21% gain. 
Such was not entirely the case. Gur- 
ley, to be sure, can look back over the 
past decade and pick out at least four 














years in which the Santa Fe made 
more money. But Stoddard, in col- 
lecting an estimated $77-million net 
profit for the year from his oil and 
rail operations, was breaking ll 
previous records with the same kind 
of quiet consistency which long ago 
established the UP as the brightest 
blue chip in U.S. railroading. That 
very eminence prompted the Wall 
Street quip that “The way to be a 
good railroad operator is to be a good 
oil man.” 

Yet the fact that last year the UP 
hung up its highest profit ever along- 
side the SP’s third-best and the Santa 
Fe’s fifth- or sixth-best only proves 
again that in the sprawling West, as 
anywhere else, fortune can be annoy- 
ingly fickle. Over the long haul, how- 
ever, the UP’s management is simply 
the best in the West. Next in line: 
the Santa Fe & SoPac, in that order. 

That fortune will smile on all the 
Big Three Western roads in the long 
run, no one in railroading has any 
doubts. All three are sitting smack 
in the path of a westward stampede 
for new industrial sites and consumer 
markets. To meet the challenge, Stod- 
dard began to develop new industrial 
sites (90 acres near Topeka, 174 acres 
outside Portland). Gurley put the 
finishing touches to a 50-mile stretch 
of main track (the longest laid down 
in the U.S. in 25 years) into Dallas, 
and bought out (with the Pennsy) the 
239-mile Toledo, Peoria & Western in 
order to route cross-country freight 
around the Chicago bottleneck. Stod- 
dard finished off a huge new $7-mil- 
lion freight classification yard at 
Houston, started another at Eugene, 
Ore. that will cost $6 million, and 
built a $34-million pipeline into bur- 
geoning consumer areas in Arizona 
from the petroleum refineries at Los 
Angeles and El Paso. 

A good year in the West? Despite 
the uneven performances most west- 
erners would answer: yes, but with 
qualifications. Combined nine-month 
revenues for the eight roads rose 6%. 
Their profits climbed 35% higher. 
But in the West, as in every other 
area of U.S. railroading, the carriers 
were not exactly breaking records 
with any kind of authority. Since 
1953 their profits have risen less than 
3%. It took every conceivable kind of 
cost-cutting gimmick for them to do 
that well. Their revenues, sadly 
enough, were almost 6% lower. 

What could railroaders possibly do 
to get back on the right track? “For 
years,” noted one Wall Streeter, “the 
railroads have blamed competition for 
what was obviously their own lack of 
aggressiveness. All you really have to 
do to take the starch out of your com- 
petitors is to show a little mental 
agility.” 
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An old-time reminder for today’s winter health... 


Back in grandma's time . . . before modern heating . . . 
the change to long, fleecy underwear was a wise precaution 
against winter ills. If a cold did start coming on, grandma 
insisted on another ritual. ..a hot bath, a daub of ointment 
on the chest and a quick retreat to a warm feather bed. 


Today, as in grandma's time, it is not wise to make too 
light of a cold. What seems to be only a slight cold may 
be the beginning of pneumonia and other respiratory ail- 
ments. So, even if you don’t feel “really sick” with a cold, 
authorities urge you to do these things: 


1. Rest more than usual . . . eat lightly . . . drink plenty 
of water and fruit juices. 2, Be sure to check your tem- 
perature ...and if you have even a degree or so of fever, 
go to bed. If fever persists, call your doctor. 


Fever is important because it may indicate trouble of a 
more serious nature . . . sinusitis, ear infections, bronchitis 
and pneumonia . . . to mention a few. When these and 
other common ailments of the winter season are promptly 
treated, the chances for rapid recovery are good—thanks 
largely to the effectiveness of the antibiotic drugs. 


Even though medical science can now bring about more 
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and quicker recoveries from the major winter ailments, it 
is wise to take every precaution against catching a cold. 
Here are some measures which may help: 
1. Guard against drafts and chilling . . 
wear clothing suited to weather conditions. 


. and always 


2. Get enough sleep and eat well-balanced meals to 
help keep resistance built up during the cold months. 


3. Whenever possible avoid exposure to those who have 
respiratory illnesses. 


4. If you have frequent colds, or if you are generally 
“run down,” ask your doctor about preventive measures 
against respiratory infections. 

REMEMBER, too, what seems to be a cold in a 
child often turns out to be the beginning of measles, 
whooping cough or some other communicable disease. So, 
it is always wise to keep a child with a cold at home to 
protect others as well as himself. The communicable dis- 
eases are most contagious in this early stage. 

Metropolitan’s new booklet, Respiratory Diseases, gives 
additional information to help improve winter health. 
Clip and mail the coupon below for your free copy. 


Metropolitan Life Insurance Co. 

1 Madison Ave., New York 10, N. Y. 
Please send me the free booklet, 156-F, 

Respiratory Diseases. 


Name 





Street 





City State 
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BUSINESS IN MOTION 





Tb oe CooLeaguced on sMeoiaiitiiive yao ee ate 


Copper tube is used for hot and cold water lines, 
radiant panel heating, drainage lines, and to carry 
fuel or lubricants in automobiles and machine tools. 
Those are some of the conventional applications. How- 
ever, during the last few years a new market has 
developed for this tube. You might like to hear about 
it. It is in pneumatic or hydraulic recording and con- 
trol systems. One end of the tube is located at the 
point where temperature or pressure must be ob- 
served, and the other end is connected with a dial, a 
recording device, or an automatic controller. The tube 
may be filled with air, an inert gas such as nitrogen, 
or a fluid. The tube has the 


plant of just one public utility: boiler temperatures, 
main and reheat steam pressure, boiler feed and con- 
densate pump pressure, condensate temperature, fuel 
oil and gas pressures, liquid levels, tide level, boiler 
drum water level, control of fuel feed, draft dampers, 
and numerous other controls. 

This is a fast-growing use for copper tube, and 
while it will not match the demand for tube in com- 
mercial structures and private homes, nevertheless it 
is an important subject for industry and instrumenta- 
tion engineers. In fact, a couple of years ago we 
thought that cabled tube had enough news interest 
to justify running an advertise- 





great advantage that it carries 
no electricity, and thus can be 
installed in places where a spark 
might cause an explosion, as in 
a plant handling combustible 
gases or chemicals. 

Originally the idea of using 
copper tube for this purpose 
was carried out by running sep- 
arate lengths of bare tube from 
the originating points to the 





ment about it. Revere does not 
make cabled tube, but a Revere 
customer does, so we reported 
the matter as a service to in- 
dustry. Mail began to arrive 
immediately, asking for further 
information. It is still pouring 
in, as the result of a second ad- 
vertisement on the subject, ap- 
pearing less than a year ago. 








panel board. This meant con- 
siderable care in installation, 
and it was also necessary to run 
the tube where it would not be subject to mechanical 
damage, or to protect it otherwise. Then a new devel- 
opment appeared: cabled tube. A way was found to 
put as: many as 19 quarter-inch copper tubes in a 
single armored cable, so that instead of rigging 19 
separate runs of tube, just one cable is run, the tubes 
being fanned out at each end as required. Installation 
time is cut markedly, and the armor provides self- 
protection. Cable runs as long as 1,000 feet are pos- 
sible without joints. The tubes are color-coded. 

Just to give you an idea of the usefulness of tubes 
in cables, here are a few of the applications in the 





American business certainly 
watches the advertisements for 
news it can use. 

This is an example of imagina- 
tion applied to a product that literally is as old as 
the pyramids. We have said in the past that “copper 
is the metal of invention,” because it is so adaptable 
to man’s genius. But there are many other materials, 
not merely metals, but such substances as glass, 
wood, plastics, fabrics and fibres, that also respond 
to an inspired touch. Why not get in touch with your 
suppliers, and let them know your problems? Perhaps 
they can arrive at a new way to use an old product, 
or even develop something new to solve an old prob- 
lem. Just let it be known what you need, and watch 
people respond! 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17,N. Y. 
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ELECTRICAL EQUIPMENT 


Electronics is a genie who can move 
mountains, control rivers of molten 
metal, find hidden treasure buried in 
the ground and bring Hopalong Cas- 
sidy and the United Nations into our 
living rooms. 


—W.R.G. Baker, General Electric Co. 


Grantep. But for all their brilliant 
technical achievement, many elec- 
trical manufacturers in 1955’s incan- 
descent prosperity found themselves 
left out in the dark. By the time their 
nine-month earnings were in (see 
table, page 52), many dollar-minded 
observers had begun to suspect that 
there was a wire loose somewhere. 
Even mighty GE was only able to inch 
profits 4° up the ladder. 

In a year when earnings for all in- 
dustry climbed an average 30%, 
profits in the electrical equipment 
industry—the U.S.’s third biggest in- 
dustry, after autos and steel—slipped 
almost 4°. Only one other major in- 
dustry, aircraft manufacturers, tailed 
to cash in fully on 1955’s prosperity. 
Of the 11 electrical equipment com- 
panies in Forses’ survey, only Syl- 
vania bested the economy’s overall 
industry average.* 

Orders from Headquarters 


Even with TV time sales of its NBC 
division booming, RCA earned only 
12% more in 1955’s palmy days than 
it had during 1954’s “recession.” The 
industry’s No. Two member, Westing- 
house, was earning 30% less. 

Thus the electrical industry’s per- 
formance last year wa’ disappointing 
to the annual report-reading public, 
who had been led by the glamour of 

*Philco’s earnings rose 115%—but the rise 


was from an abnormally low level, the result 
of a 45-day strike in 1954. 
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electronics to expect better things. 
Why were electricals lagging in the 
world’s greatest peacetime boom? 

The key word is “peacetime.” A 
solid 55% of the electronic business 
originates with brass-hatted gentle- 
men in the Pentagon. One half of the 
final cost of today’s airplane is in elec- 
trical equipment. Into the $1-billion 
guided missile program last year went 
$750 million worth of electronics 
gadgets. 

And 1955 was not a year of open- 
handed spending by the defense de- 
partments. Only International Tele- 
phone & Telegraph, whose TACAN air 
navigation system is gaining accept- 
ance, continued to book increasing 
orders from the Pentagon. Otherwise, 
cancellation remained the military’s 
order of the day. Admiral lost two- 
thirds of its roughly $25-million 
military market for radar and com- 
munications equipment. Avco, which 
had counted on the Government to 
buy about half of its total 1954 out- 
put, was badly hurt by Washington’s 
new penny-pinching mood. 

As for the civilian market, it was 
crackling with some of 1955’s hottest 
competition. For one thing, word had 
long since gotten out to every tank- 
town in the U.S. that the electrical 
industry is a “dynamic” industry, one 
which regularly grows twice as fast as 
other industries and doubles its sales 
and earnings every decade. Some 
companies with frayed earnings found 
they could distract angry stockholders 
by taking on electronic side lines. 
Promoters found that electronics and 
other “onics” were useful as a magnet 
for the investor’s dollar. One of them, 
Ultrasonic Corp., was badly managed, 


cost investors millions of dollars and 
ended in hot water with the SEC. In 
air conditioning alone, the number of 
competitors had quintupled in 
years, to 100-odd. 

The result for the whole industry 
was, as Carrier’s Cloud Wampler put 
it, “exceedingly rugged.” Casting a 
steely eye in the direction of johnny- 
come-lately outsiders, Wampler 
added: “Obviously a great many 
manufacturers and brand names have 
entered a market completely new to 
them and produced far more units 
than could have been sold.” Many of 
the coolers were sold only after dras- 
tic reductions in list price. Air condi- 
tioning was badly hit, but it was by no 
means the only victim of hyper-active 
assembly lines and price-cutting. 

In 1955 profit margins in the indus- 
try were down to five-year lows—and 
sinking. Over-production and price- 
cutting, to be sure, have been prob- 
lems in the industry for several years, 
but never than last year. 
Record-breaking inventories in many 
appliance lines, especially air condi- 
tioners, were carried over into 1955. 
While makers and dealers alike were 
marking down price tags to get rid 
of the assorted gadgets, labor and raw 
material costs were going up. 
1947 hourly wages in 
have increased 39%, metal prices from 
45% to 54%. But in the same period 
the price of heavy electrical apparatus 
has barely kept pace (up 39.8%), 
household appliances have fallen far 
behind (up only 6%) and TV sets are 
actually around 30% cheaper. 

White Sale 

The sporadic shattering of appliance 
profit margins barely audible 
compared with the thunderous price 
war fought in heavy apparatus lines 
early in the year. Alarmed by a de- 
cline in heavy equipment orders that 


———BOX SCORE——— 


Here is how FORBES’ editors rate the 
management capabilities of eleven 
electronics companies (100% =per- 
fection): 


five 


more so 


Since 


the industry 


was 


Westinghouse Electric ($1329.1)* 

General Electric (1058.7) 

International Telephone & Telegraph 
oe 

Radio Corp. of America (548.3) 

Sperry-Rand (483.9) 

Sylvania Electric Products (191.4) 

Philco (164.6) 

Minneapolis-Honeywell Regulator (144.5) 

Carrier (130.9) 

Admiral (109.1) 

Avco Manufacturing (73.9). . 


*in parentheses, total assets in millions as of 
latest report. 

+Unrated Sperry-Rand, a product of merger, 
has been in existence too short a time to permit 
accurate appraisal 
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TV sets are still pouring off the assembly lines at o fast clin, but} 
the price per set has fallen sharply—in a period of +s) 
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1951 


had begun in 1954,} in January last 
year GE and Westinghouse sent their 
salesmen out with instructions to get 
business at any cost. These two and 
Allis-Chalmers, the major suppliers 
of generators, switchgear, turbines 
and transformers, staged their own 
rough-house version of the month’s 
traditional retail white sales. The 
three competitors savagely slashed 
price tags for utility and industrial 
customers by as much as a suicidal 
50%. Speaking of the situation, West- 
inghouse President-Chairman Gwilym 
Price delivered what some Wall 
Streeters consider the year’s prize 
understatement. “As a result of the 
price-cutting,” said Price, “some of 
the orders we took won't show 
profits.” 

The worst of it was over in Febru- 
ary, but the big firms continued to 
offer a standard 25% discount on mil- 
lion-dollar items and rake-offs of up 
to 33% on switchgear, 40% on trans- 
formers for months afterwards. 

It does not take many such million- 
dollar discounts to turn the best-run 
balance sheet upside down. GE’s net 
profit margin shrank almost a full 
point to 6.7%, Westinghouse’s more 
than 3 points to 3.9%. 

GE’s Ralph Cordiner, however, was 
able to take losses in the heavy equip- 
ment division in his nimble stride by 
cashing in on the demand for products 
of his myriad other divisions. But 
Westinghouse counts on heavy gener- 
ators and the like for 58c out of every 
sales dollar. GE’s percentage is less. 
Thus, in more ways than one, 1955 
was a year 60-year-old Gwilym A. 
Price was glad to see the last of. 

Westinghouse’s troubles began in 
its jet engine division. Although the 
company had built the first successful 
all-American jet (the J-34), it soon 
lost ground to GE. Unable to build up 
more powerful versions to fit different 
aircraft frames in time to suit the 
Navy, Westinghouse in 1954 lost all of 
its military jet contracts running into 


48 


1952 


1953 1954 1955 (est.) 


several hundred million dollars. “It 
was,” admits Price, “a real body blow. 
We had an ungodly amount of trouble 
with those engines.” 

Not long after the Navy crossed 
Westinghouse off its list, the Air Force 
cancelled a fat electronic controls 
order. Obviously Price covid count on 
sharply reduced profits from the fifth 
of his business that comes directly 
from the Pentagon. Meanwhile, the 
58% of his revenue which comes from 
heavy apparatus was dwindling as a 
result of declining orders and declin- 
ing profit margins on the orders that 
did come in. There was one bright 
spot. Nine-month sales of consumer 
products, which in 1954 comprised a 
fourth of Westinghouse’s sales, did go 
up 10%—but not nearly enough to 
offset other losses. 

Dealer Complaints 

Some dealers who stocked Westing- 
house’s appliance line felt that, in a 
lush year like 1955, appliance sales 
could have gone up even higher—if 
Westinghouse had been more imagi- 


GWILYM PRICE 
Such are the ways of Wall Street. 


native in product design and more 
aggressive in local tie-in advertising. 
True, Westinghouse is a top national 
TV advertiser. But, say some dis- 
gruntled dealers, it does not always 
follow through with hometown pro- 
motions designed to cash in on the 
big campaigns. Whatever the trouble, 
there was plenty of dealer grumbling. 
“The trouble with Westinghouse.” 
said one, “is that . . . it’s not on the 
ball.” 

As the year drew toward an end, it 
began to look as though the only ball 
involved was the eight-ball. Already 
in 1955, Westinghouse, whose labor 
relations at best rank as poor, had 
lost 5 million man-hours in 94 dis- 
ruptive work stoppages. Then, just 
as new labor-management negotia- 
tions were scheduled to get under 
way, Westinghouse made a cost-cut- 
ting time study of labor efficiency in 
one plant. The union objected, com- 
plaining in addition that Westing- 
house refused to meet the wage and 
length-of-contract terms that GE al- 
ready had settled for. A long and 
costly strike, hampering Westing- 
house’s production of both heavy 
goods and appliances, began October 
16 and dragged on to the year-end. 

Had these troubles come singly, 
Price insists, he would have been able 
to cope with them. But piling one on 
top of the other as they did, they 
added up to a 30% drop in Westing- 
house earnings—and at least that 
much of a drop in its prestige—while 
competitor GE was earning some 4° 
more than in 1954. 

Last month Price gave up hope of 
an immediate settlement, announced 
that he was “settling down for a long 
strike.” Price cut the salaries of top 
executives up to 50°, ordered out- 
lays for materials and services pared 
to “the absolute minimum,” put white 
collar workers on a part-time sched- 
ule. At year’s end, groaning stock- 
holders wondered how much this 
could make up for production and 
sales lost to competitors. 

Wall Street’s reaction to Westing- 
house’s troubles was easily predict- 
able. From the year’s alltime high 
of 8344, Westinghouse stock slumped 
to 53%, but its very misfortunes made 
the stock a frequent guest on the Big 
Board’s most active stock list. 

Profit Bogey 

But behind the scenes at Westing- 
house, things were a little better than 
they seemed. Under Price and 45- 
year-old Mark W. Cresap, who be- 
came Price’s right-hand man last year, 
the $1.3-billion firm, oldest in the 
business, was straining mightily to 
keep up with the times. Last year 
Price expanded his sales force 20%, 
hired a top General Motors engineer 
to improve production efficiency, set 
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up a cost cutting campaign. “The heat 
is on,” warned Price. Added Cresap: 
“Each division has been given a profit 
bogey to meet, along with a free hand 
to cut costs and expenses wherever 
necessary to produce that profit.” In 
one operation alone Westinghouse 
soon discovered that it could save 
$600,000 a year by retrieving paint 
hitherto wasted in spraying appli- 
ances. 

To help lagging appliance sales, 
Price stepped up “merchandising at 
the local level.” He went ahead with 
plans to invest $5 million in sponsor- 
ship of this year’s Presidential nomin- 
ating conventions, as he had in 1952. 
Moreover, with $20 million invested 
in development of a new Westing- 
house jet, he hopes that “in a year or 
two we'll be back in the jet engine 
business full blast.” 

Price himself was nothing if not GROWTH POWER 
confident. Last year he calmly fin- 
ished a three-year, $296-million mod- 2 
ernization and expansion program 20 
that has brought Westinghouse’s 18 
plant investment to the $600 million 16 
mark. Then, late in the year, he bee 
acquired the C. A. Olsen Manufactur- 7 
ing Co. (1954 sales: $18.6 million), 8 
thereby gained an entrée into the gas s 
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and oil home-heater market. 

Price and his 111,000 stockholders 
had still a further source of comfort 
in their year of tribulation: Westing- 
house’s firm and growing beachhead 
in atomic energy. No company is 
presently making much money in 
nucleonics, but Wall Streeters feel PAYOUT VS. 
that none is in a better position than 


Westinghouse to cash in on the atomic PLOWBACK 








age when it does hit industry full- 
blast. Already Westinghouse has 
built the first private plant to make 
parts for atomic power plants, the 
first big industrial atomic plant (for 
the Duquesne Light Co.), the motor 
for the first atomic submarine (the 
Nautilus) and the first “packaged” 
atomic power plant ever exported (to 
Italy’s Fiat Co.). 
Outdistanced - 

But Westinghouse also once had a 
head start in jet engines and its big PROFITS VS. 
competitor, $1.1-billion General Elec- 
tric Co. has long since caught up and PLOWBACK 
forged ahead. Twice as big as West- 216 
inghouse, GE has by far the biggest 
research department, is well estab- 
lished as the leading producer of 
practically every electrical product, 
from electric light bulbs to heavy 
generators. Only 4 US. industrial 
companies—-General Motors, Stand- 
ard Oil (Jersey), du Pont and the 
Texas Co.—make more money than 
GE. 

Since World War II, GE President 
Ralph J. Cordiner, 55, and his prede- 
cessors have spent over $1.1 billion on 
expansion. Forty-three new plants, 








ait ut 








Sperry-Rand | Not avaliable 
Philce | None 
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comprising a third of GE’s total plant 
space, and 12 new laboratories have 
gone up since the war. GE has grown 
both faster than Westinghouse and 
more profitably; it averages a 17.9% 
return on invested capital, against 
Westinghouse’s 11.4%. GE’s very size 
is a definite advantage. With $100 
million in tax-free depreciation 
money pouring into Cordiner’s treas- 
ury every year, GE has been able to 
pay nearly two-thirds of its profits 
to stockholders and still expand with- 
out going one penny into debt. 

Last year GE, like practically every- 
one else in the business, suffered a 
“substantial and expected” loss in 
defense business. But booming con- 
sumer sales tipped the scales to the 
gain side. Late last year Ralph Cordi- 
ner reported orders for heavy indus- 
trial and utility apparatus running 
“substantially higher” than at any 
time during the past three years. With 
his main competition partly strike- 
bound, Cordiner was getting an even 
bigger share of both industrial and 
consumer markets, and a better price: 
late in the year he raised the price 
tags on many heavy utility and in- 
dustrial items by 10%. 

Wall Street, with one eye on GE’s 
steady past and another on its future 
in electronics and nucleonics, recently 
traded its stock for 54, at which price 
it sold for 20 times its 1955 earnings. 
Such are the ways of Wall Street that 
Westinghouse, in the same business 


but more roughly treated by fortune, 
is rated at only 15 times 1955 profits. 
Avco’s Distinction 


In his own defense, Pittsburgh’s 
Gwilym Price can well plead that 
1955 was just not his lucky year. From 
the lips of Avco’s Victor Emanuel 
the same excuse does not sound very 
convincing. Avco Manufacturing had 
the distinction—an unusual one in 
prosperous 1955—of coming very close 
to running into the red. Suffering 
mightily from huge cutbacks in de- 
fense shipments, which made up al- 
most half of its $375-million 1954 
sales, Avco earned only $63,801 on 
sales of $206.4 million in the first 
nine months of last year. 

Victor Emanuel’s cup of troubles 
was truly brimming over. Last year 
he was also worrying about: a 14- 
week strike at his Richmond, Ind. 
plant and a 21-day strike in his farm 
_implement division; increasing costs 
and reduced prices on his appliance 
and TV products. But then this was 
hardly a new experience for Avco’s 
61,500 stockholders. Their common 
stock has been a Wall Street wall- 
flower in the great bull market, sell- 
ing recently at 542, barely 40% of its 
1946 high. Avco’s profits, moreover, 
have been in a steady downhill run 
ever since 1951. Avco apparently can 


50 


make money in wartime, but has yet 
to prove that it can do so in peace- 
time. 

Reporting the usual decline in earn- 
ings last year, Avco’s reports to stock- 
holders quickly changed the subject 
and dwelt glowingly on the future of 
the company’s Advanced Develop- 
ment Division, whose scientific con- 
sultants were busily at work on 
“nuclear, missile and electronics proj- 
ects,” including “intercontinental bal- 
listics missiles.” Avco’s 1955 reports 
and releases thus tended to sound 
more as though they had been writ- 
ten by’a science fiction writer than 
by their actual authors, the arch-res- 
pectable public relations house of Hill 
& Knowlton. 

But in view of the cold facts and 
figures, some of Avco’s stockholders 
last year were disposed to take all this 


RALPH CORDINER 


The consumers tipped the scales. 


talk about intercontinental ballistics 
as just another blank cartridge. Many 
of them were wondering whether 
this was the propitious moment to 
start emphasizing guided missile de- 
velopment, what with the Pentagon 
in a belt-tightening mood. They had 
not forgotten Emanuel’s classic ex- 
ample of bad timing when he traded 
Avco’s control of Consolidated Vultee 
Aircraft to Floyd Odlum at rock bot- 
tom prices in 1947. 
Sales, Yes; Profits, No 

For if profits are the ultimate justi- 
fication of corporate management, 
Avco’s Emanuel does not rate very 
high, for all the impressive collection 
of appliance plants, TV stations and 
aircraft engine business he has gath- 
ered under Avco’s corporate roof. In 
1948 Avco’s profits of $7.9 million 
were greater than those of Sylvania 
and Admiral combined. Five years 


later Sylvania alone was earning al- 
most three times as much as Avco’s 
$3.4 million; Admiral, two-and-a-half 
times as much. 

If all this has handicapped Avco in 
the Bull Market sweepstakes, it had 
not hindered it in the popularity con- 
test. Again and again its low-priced 
shares (preliminary 1955 high: 81%; 
low: 542) made their appearance on 
the most actively traded lists of the 
New York Stock Exchange. Buyers, 
more mindful of the glamour that 
surrounds electronics than of Avco’s 
discouraging past, apparently found 
the shares an inexpensive* way of 
buying a piece of an electronic future. 

But Avco at year-end remained an 
almost classic example of how a 
widely-accepted cure-all—diversifi- 
cation—does not necessarily work for 
all corporate invalids. Avco turns out 
Crosley and Bendix appliances and 
TV sets, kitchen sets, New Idea farm 
implements, Lycoming aircraft en- 
gines and jet components, machine 
parts, boilers and various electronic 
sundries—but in 1955, turned them 
out with little benefit to stockholders. 

Picking Up 

Aveo, of course, was not the only 
victim of Pentagon pruning. Ross D. 
Siragusa’s Admiral Corp. suffered a 
22% drop in profits and promptly 
placed the blame on defense cutbacks. 
Siragusa, at 49 the nations second 
biggest manufacturer of TV seis (after 
RCA), told stockholders that dealers 
bought more of his video sets,* freez- 
ers and ranges. But the gain failed to 
offset the defense cutbacks, he said. 
Siragusa might well have added that 
his own over-enthusiasm for air-con- 
ditioning sales was partly to blame. 
Though such sales were up, profits 
disappeared, and Wall Streeters be- 
lieve Admiral lost money last year on 
the line. 

Still Admiral’s 1955 troubles do not 
necessarily forecast a dark 1956 for 
the company. Lately Siragusa has 
broadened both his product line and 
his research efforts. Judging by the 
way his new products were selling 
last year, he has done so successfully. 
Refrigerator sales were up 28%, home 
freezers up 45%, ranges up 32%. 
Moreover in his major field, TV, 
things were picking up late in the 
year. 

Siragusa recently has also begun to 
cash in on the industrys first auto- 
matic production line for TV sets, 
which makes possible the assembly of 
about half of the TV chassis without 
benefit of human hands. No higher 
stamp of approval could have been 
placed on Siragusa’s automatic system 
than that placed by giant RCA, a 

*Partly stimulated by such gimmicks as 
Siragusa’s offer of one share of Admiral stock 


to every dealer who bought five sets during a 
four-week period. 
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leading innovator in the field. RCA 
leased it for installation in its own 
assembly lines. 

Like Admiral, RCA is heavily com- 
mitted to TV and defense profits, but 
on a much vaster scale. Defense ac- 
counts for almost a fourth of RCA’s 
sales, TV alone for about half. But 
unlike Admiral, RCA last year rang 
up a healthy 12% increase in earn- 
ings. For one thing, RCA suffered less 
drastic defense losses. Moreover, 
being well established as the leading 
producer of TV sets (15% of the en- 
tire market), RCA did not have to 
fight as hard to sell them. 

RCA has an even greater advantage 
over most electronic manufacturers 
who count on TV to make up a large 
portion of their sales. RCA, of course, 
sells its own TV sets and components 
to other set makers. But RCA’s Na- 
tional Broadcasting Company is the 
major radio-TV broadcaster as well. 
NBC’s network and stations, with 
time sales at a record high, poured 
well over $150 million into President 
Frank Folsom’s sales totals in the 
first nine months of 1955. 

Folsom and David Sarnoff, RCA’s 
64-year-old chairman, expect to do 
even better with color TV. Last year 
they took a long step toward bringing 
color TV nearer the mass market by 
reducing the price of one of its main 
ingredients-—the picture tube—from 
$175 to $100. But color TV still sells at 
a minimum of some $650. Perennially 
hopeful, Folsom and Sarnoff hope 
1956 will be the year color TV finally 
turns the corner. With prices coming 
closer to earth, Wall Street is inclined 
to think they may indeed be right this 
time, and that 1956 will go down as 
the year when color TV began to re- 
pay in a big way its heavy develop- 
ment costs. 

if Not 


Whatever happens to the TV mar- 
ket when color bursts in on it—and 
one thing that could happen is a sud- 
den decline in the market for black- 
and-white sets—Sarnoff and Folsom 
last year had to admit that in one 
respect they had bitten off more than 
they could chew. As gracefully as 
possible, they bowed out of the house- 
hold appliance “white goods” market, 
turned their RCA range and air condi- 
tioner lines over to the newly-formed 
Whirlpool-Seeger Corp. In return 
RCA took a 20% interest in the new 
appliance giant. 

The year 1955 will more likely be 
memorable to David Sarnoff as a 
milestone of another kind. Having 
sold some $740.6 million worth of 
electrical products during the first 
nine months, it looked as though 
RCA’s full year sales would break 
through the billion-dollar line, thus 
put it up among the nation’s 20 big- 
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gest corporations—an ambition long 
cherished by Minsk-born, self-made 
David Sarnoff. 
Salesman Extraordinary 

RCA last year pushed steadily clos- 
er to Westinghouse as second biggest 
member of the electrical equipment 
industry. In 1949 Westinghouse sales 
were more than double RCA’s; last 
year the gap was narrowed to 50%. 
Another equally fast growing elec- 
trical manufacturer is Sylvania, the 
healthy upstart of the industry. Since 
World War II, Sylvania’s back-slap- 
ping, gregarious President-Chairman 
Don G. Mitchell, 50, has launched 
Sylvania on a broad policy of turning 
out and promoting some of the major 
items, both consumer and industrial, 
that have brought both GE and West- 
inghouse on the one hand, and RCA 
on the other, their success. Thus he 


WESTINGHOUSE TESTER 


A wire loose somewhere. 


has grown as an important competitor 
to contend with. 

Sylvania last year was second to GE 
in fluorescent lights, close to GE and 
Westinghouse in incandescents, neck- 
and-neck with RCA in TV-radio pic- 
ture and receiving tubes and one of 
the top ten TV set makers. Sylvania 
earned more in the first nine months 
($9.6 million) than it had in any 
previous full year. By spending 3c of 
every sales dollar on research (against 
2c for dividends), Mitchell is deter- 
minedly building Sylvania into an im- 
portant No. Four contender for some 
of the general electrical-goods mar- 
kets dominated by GE, Westinghouse 
and RCA. 

Mitchell is unquestionably one of 
the top salesmen in U.S. industry. 
There has, however, been one very 
annoying fly in Sylvania’s stockholder 
ointment. The company’s financing 
methods have watered down stock- 


holders’ shares in the profits. Since 
1945 Mitchell has increased Sylvania’s 
earnings from $2.1 million to an esti- 
mated $13 million. But in the same 
period the number of shares outstand- 
ing has grown from 1,005,000 to 2,994,- 
872, with the result that per-share 
profits have risen only half as fast as 
total profits. 

Nonetheless, last year Mitchell 
managed to shave a net profit of 4.4c 
off every sales dollar, a net profit that 
compares favorably with RCA’s 4.2c, 
somewhat less so with the 
margin in the field, 6.7c earned by 
General Electric and 
Honeywell. 

Pay-As-You-Go 

Coming up at a fast clip also was 
James H. Carmine’s Philco Corp 
Earnings for 1955's first nine months 
more than doubled, to $4.9 
Carmine, who says that 


highest 


Minneapolis- 


million 
“advertising 
and merchandising will always be my 
first love,” is operating in a com- 
petitive field that can take all the 
merchandising he can give; despite 
larger volume, profit margins dwin- 
dled. But Philco’s Carmine 
plausible explanation. 

Right now Philco is in the make- 
ready stage in color TV, transitors, au- 
tomation equipment and automatic 
washers and dryers. Each of these de- 
velopments is expensive, and Carmine 
is paying for them at the rate of a cool 
$18 million a year. “Right now,” says 
Carmine, “we are absorbiny the heavy 
costs of these projects on a pay-as- 
you-go basis. But in coming 
each of these fields will contribute 
substantially to our sales and earn- 
ings.” 

Philco, however, was hurt quite an- 
other way last year. Carmine sells 
enough radios and TV sets to rank 
among the top four in the business, 
and enough refrigerators and other 
major appliances to make Philco a 
factor to be reckoned with. Philco is 
also a growing seller of air condition- 
ers. With near-anerchy in the air con- 
ditioning market Philco, along with 
most other companies in the field, 
made disappointing profits on each 
unit it sold. 

Meanwhile, the man 
have suffered most from 
conditioning jam-up escaped rela- 
tively unscratched. Cloud Wampler’s 
Carrier Corp., maker of 15% -20% of 
the world’s air conditioning, does not 
have the benefit of much diversifica- 
tion. It does, however, have a record 
of grinding out some of the consist- 
ently highest profit margins in the 
electrical business. One 
Wampler’s integrated operation under 
a single roof in Syracuse, N.Y. An- 
other factor is Carrier’s concentration 
on large-scale industrial and com- 
mercial air conditioning, where mer- 
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chandising is less important and Car- 
rier’s entrenched position as the oldest 
name in world-wide air conditioning 
pays off. 

At any rate, when some of Wamp- 
ler’s competitors were losing money 
hand over fist on their home air con- 
ditioners, Carrier made out well. The 
company earned $3.97 a share for the 
nine months ending July 31, off just 
21c from the same period in 1954. 

Joint Venture 

In Carrier’s annals, however, 1955 
will go down as the year when 
Wampler was finally bitten by the 
diversification bug—though in closely 
related fields. With Max McGraw’s 
McGraw Electric Co., he planned a 
joint venture to develop and manu- 
facture a line of truck refrigerating 
equipment which both firms. will 
market. By an exchange of stock, 
Wampler also acquired Affiliated Gas 
Equipment, Inc., well established in 
the home heating business under the 
brand names Bryant, Day & Night, 
and Payne. 

Another enterprise that applies 
electronics to weather control, the 
$139-million Minneapolis-Honeywell 
Regulator Co., sold enough electronic 
controls to both industry and house 
builders in the 1955 building boom to 
more than offset a decline in govern- 
ment orders. Nine-month sales hit a 
new high of $172.2 million and profits 
rose 8.5% to $11.5 million. But just in 
case, Honeywell President Paul B. 
Wishart, 57, who already presides 
over a product line that includes 
electronic devices for control of every- 
thing from nuclear reactors to chemi- 
cal plants, branched out a bit. In 
partnership with Charles Francis 
Adams’ Raytheon Manufacturing, Wis- 
hart set up a new corporation to tur. 
out high-speed electronic data proc- 
essing machines for business and 
Government. 

Minneapolis-Honeywell thus crossed 
the threshold of a promising new in- 
dustry where Sperry-Rand, the $484- 
million corporate giant formed last 
summer, is already at home with its 
famed Univac electronic brains and 
smaller electronic gadgets. 

Whether Sperry-Rand, a merger of 
Harry Vickers’ Sperry Corp. and 
James Rand’s Remington-Rand, Inc., 
could rightly be classified as an elec- 
trical company was a moot point. 
But one thing was clear: in many 
fields familiar to the electrical com- 
panies, Sperry-Rand will be a potent 
challenger. Sperry-Rand’s product list 
is a veritable mail order catalogue of 
the industrial world. From its indus- 
trial controls (42% of sales), business 
machines and electric shavers (27%), 
hydraulic and heavy electrical ma- 
chinery (119%), filing cabinets, type- 
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SHORT CIRCUIT 


The electrical equipment industry, 
as every investor knows, is one of 
the most promising and fastest 
growing industries in the U.S. None- 
theless last year it did not even 
keep up with the 30% average 
earnings increase of industry as a 
whole. ‘ 
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writers and other office equipment 
(10%), and farm equipment, the 
merged company grossed $159.6 mil- 
lion in sales and $9.5 million in prof- 
its in the quarter ending September 
30. 

At year’s end, the new company 
was still on a shakedown run as its 
executives began figuring out ways of 
putting their combined know-how to 
new uses. Meanwhile, with the bulk 
of their huge defense orders (40% of 
sales) concentrated in the vital guided 
missile and aircraft control field, Jim 
Rand and Harry Vickers had little 
to worry about on the score of defense 
cutbacks. Already, by forming two 
new defense subsidiaries, they had 
settled in advance any problem that 
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might arise out of the Government’s 
policy of scattering its defense con- 
tracts. 

No Cutbacks Here 

Another electronics company that 
had no defense cutback problem was 
the $637 million International Tele- 
phone & Telegraph Corp. In fact, IT&T 
actually turned out more, not less, de- 
fense products last year than in 1954. 
The company’s new best seller for 
the Pentagon shopping lists was its 
TACAN air navigation system, and 
last year President William H. Har- 
rison began to market in a big way 
for the first time a commercial airline 
version selling for around $2,000. 

Normally it has been IT&T’s bad 
luck to have more than shifting 
Pentagon winds to worry about. With 
65c of every IT&T revenue dollar 
produced by the company’s 18 foreign 
plants and 12 overseas radio, tele- 
phone and radiotelephone companies, 
the company has long been at the 
mercy of every change in political 
regime in at least 18 different 
countries. 

The obvious solution was to earn 
more money at home. When it tried 
to do so, however, IT&T was only 
partly successful. Chairman Sosthe- 
nes Behn dropped a cool million in 
his attempt to capture U.S. consumer 
markets with his Coolerator division. 
Nor has the company’s Capehart- 
Farnsworth radio-TV-phonograph di- 
vision made an unqualified success of 
its bid for a bigger share of the tough 
but profitable home entertainment 
business. 

However, what was once IT&T’s 
greatest weakness has become in re- 
cent years, and especially in 1955, a 
source of strength. The boom in Eu- 
rope has surpassed the U.S.’s in veloc- 
ity, if not in mass. It has thus opened 
new avenues of growth both for 
IT&T’s overseas communications net- 
work and its foreign manufacturing 
operations. Moreover, Capehart- 
Farnsworth is among the first to ad- 
vertise color TV, stands poised to cash 
in on the item once it does begin to 
move faster in the appliance stores. 

But sad experience has taught IT&T 
the value of hedging its bets. Last 
year, digging deeper into the domestic 
market, President Harrison bought 
Newark, New Jersey’s Kuthe Labora- 
tories, the leading manufacturer of 
radar vacuum tubes. Harrison also put 
Capehart-Farnsworth into production 
of color TV. 

Then, in the year’s third quarter, to 
prove that all was well, Harrison 
raised the dividend to a’ $1.40 annual 
rate. It was the second dividend boost 
during the year and good news in- 
deed for stockholders, who had gone 
dividendless throughout the lean 
Thirties and Forties. 


Forbes, JANUARY 1, 1956 

















F CANADA. LTD. STANDAR 


Look to any one for American-Standard quality 


At your beck and call are not one but 
twelve quality-minded members of the 
American-Standard family. You un- 
doubtedly know several of these divi- 
sions but you may not know all of them 
or the vast variety of quality products 
they make. 

These include heating, cooling and air 
conditioning for homes, commercial 


American 


Radiator 


buildings and factories . . . many types 
of blowers, from the smallest to the 
mammoth ones that circulate air 
through an aircraft carrier . . . controls 
and valves for homes, research labora- 
tories and for huge commercial instal- 
lations . . . plumbing fixtures for the 
newest hospital, hotel or dwelling... 
heat exchangers for a host of industrial 


processes .. . and plastic tile for bath- 
rooms and kitchens. All of these prod- 
ucts have one thing in common... 
quality, American-Standard quality. 

Next time you need a quality product 
for an important job for home or in- 
dustry, call on one of the divisions or 
companies that make up the big family 
of AMERICAN - Standard. 


& Standard Sanitary Corporation 








Dynamic metals for a dynamic new wor 


At 60, Anaconda moves ahead with its first primary aluminum — with expanding copper oper- 
ations in Montana and Chile — growing uranium oxide production — new fabricating plants 


AA 
JIS POURING ALUMINUM) $Og 
haar , 120,000,000 pounds of aluminum a year: 
4 On August 15, Anaconda Aluminum Com- 
pany began to pour primary aluminum. Its 
modern new plant is now in full production 
—an important new source of the vital 
“white metal” to help meet growing needs. 


oe 


More copper: Anaconda has greater copper 
ore reserves than at any time in its history. 
Intensive exploration and development 
have revealed large new deposits in Mon- 
tana and in Chile. 

Every bit as important are technological 
advancements in miining and metallurgy. 
Continuing experiences with methods of 
massive block-caving, open-pit mining, and 
ore beneficiation make possible economical 
production from low-grade ores. Expanding 
operations and new ore processing plants 
in both Montana and Chile are helping 
bring the supply of refined copper into bal- 
ance with world requirements. 


More nonferrous metal products: Anaconda 
Wire and Cable Company now has five 
mills producing electric conductors of alu- 
minum and seven manufacturing copper 
wire and cable. The American Brass Com- 
pany has expanded to help meet growing 
demand for copper and copper alloys, is 
building a new brass mill in Los Angeles 
and a new aluminum fabricating p' +t in 
Terre Haute, Ind. 


More fuel for peaceful atom power: Early 
in 1955, additional facilities at Anaconda’s 
uranium processing plant near Grants, N. M., 
went into action — making Anaconda prob- 
ably the largest single producer of uranium 
concentrates in America. With large-scale 
production from its own uranium ore de- 
posits, Anaconda is making every effort to 
help provide the raw material for tomor- 
row’s manifold peacetime atomic progress. 


Anaconda and its manufacturing com- 
panies are constantly seeking new and bet- 
ter ways of doing things with the world’s 
most extensive line of nonferrous metals 
and mill products. The Anaconda Com- 
pany, 25 Broadway, New York 4, N. Y. 
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AT ANACONDA PROGRESS HAS A BROAD BASE 
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CREDIT 


In the U.S.’s greatest year of prosper- 
ity, it took no wisdom to perceive one 
key fact: these days, as never before, 
the American dream is purchased on 
the instalment plan. Last year, pur- 
suing that dream, 28.2 million Amer- 
ican families, 60% of all U.S. house- 
holds, went into hock an average $900 
apiece. Altogether, their instalment 
debts rose an unprecedented $5 billion 
to an alltime high of $27.5 billion. 
The Golden Rain 

Helping them along every step of 
the way were the nation’s instalment 
credit companies. For them, 1955 was 
the year of the golden rain. In today’s 
broad-based middle-class economy, 
prosperity means spending by the 
millions and lending by the billions. 
As never before in the U.S.’s econ- 
omy, Credit is King. 

On the highbrow view that “it’s 
only money,” the part instalment 
credit companies played in last year’s 
boom tide is a curiously blank and 
colorless fact. Like the sprouting lilies 
of the field, the credit companies 
toiled not, neither did they spin. No 
smoke bellowed from their factory 
stacks, no industrial sinews flexed to 
hew their product. They merely 
loaned money and made money as 
never before. 

Yet this inglorious labor has a ro- 
mance of its own. But for the instal- 
ment credit they advanced, every 
American wage-earner’s pay check 
would have been lighter, and every 
investor’s dividend envelope far thin- 
ner. If, for example, instalment credit 
had been available only on the “strin- 
gent” terms set by the Treasury’s 
famed Regulation W (one-third down, 
18 months to pay) in effect until May, 


i 


Here is how FORBES’ editors rate 
the management capabilities of the 
ten leading consumer credit com- 
panies (100% —perfection): 


Finance Companies 

CIT Financial ($1,883.3)*. . 
Commercial Credit (1,219.5) 
Associates Investment (749.5) 


Hybrid Finance & Loan 


Pacific Finance (301.7) 
General Finance (148.9) 


Small Loan Companies 
Household Finance (420.4) 
Beneficial Finance (365.9) 
Seaboard Finance (184.8) 
Amer. Investment (Ill.) (172.3) 
Family Finance (100.9) 


_. .*in parentheses, total assets in millions, as of 
latest report. 
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16th CENTURY MONEYLENDER 


In today’s middle-class economy, Credit is King. 


1952, nearly half of the 8 million autos 
Detroit produced last ys would 
never have been sold. Sale: frig- 
erators would have been reduc. by a 
good third, television sets by more 
than a fourth. Moreover, the cumu- 
lative effects of such a cooling off of 
credit would have reached far beyond, 
to touch the jobs of millions of other 
Americans and the spending power of 
still millions more. 

No seasoned lender is in business 
for sentiment’s sake. And even if he 
were, Wall Street’s eye is on cold 
cash. With that in mind, it rated the 
major finance company stocks at an 
average 10.5 times earnings, charac- 
terized the best of them as solid gold 
chips. This was a notable rise in the 
esteem in which investors have tra- 
ditionally held the big instalment 
lenders. Over the past ten years, their 
stocks have been priced to average 
out at 8.5 times earnings. 

Easy Come 

In last year’s first six months, the 
instalment credit companies increased 
their outstanding receivables a whop- 
ping 50%. Altogether last year, the 
instalment companies boosted their 
volume to $8.7 billion, a 35% rise. 
But it was no wonder that they did: 
of every seven dollars America spent 
on consumer goods last year, one was 
borrowed. 

As lenders, the five big sales finance 
companies, such as CIT Financial and 
Commercial Credit, and five big small 
loans companies, such as Household 
Finance and Beneficial Finance, were 
the winners. All the more so because 


their most dangerous rivals, the com- 
mercial banks, which have been cut- 
ting into their share of both busi- 
nesses for years, accepted caution as 
the better part of valor and limited 
their commitments. One reason they 
did so was the tightening supply of 
money. As the banks’ supplies of 
lendable funds diminished in the face 
of the soaring demand, they began to 
get selective, take only the best credit 
risks. For the credit companies, that 
meant a big bonanza in referrals of 
quite acceptable secondary credit 
risks. 

But if it was easy come for the 
independent instalment credit compa- 
nies last year, it was also easy go. The 
more money they lent, the more they 
themselves had to borrow. By mid- 
year, they were feeling the pinch and 
the shrewdest among them, notably 
C.1.T. Financial’s cagey Arthur O. 
Dietz, had gone into the money mar- 
ket for new capital. By the nine- 
month’s mark, every one of the U.S.’s 
major consumer finance companies 
had floated new securities issues to 
bolster their lending resources. 

In a year in which sales of new cor- 
porate issues hit an alltime high, it is 
ail the more striking that the instal- 
ment credit companies went out after 
no less than $1.6 billion in new money 
in the first nine months of the year 
alone, more than double the $661 mil- 
lion worth of new securities they had 
sold in the same nine months of 1954. 
In fact, in the third quarter of the 
year, new offerings by instalment 
credit companies accounted for no less 
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than one-fourth of the $2.4 billion 
worth of securities floated by corpo- 
rate issuers. 

Prosperity’s Pinch 

From August on, however, they had 
to pay a price for what they got. The 
tipoff on what was happening came 
in the dog days of summer when 
mammoth $9-billion General Motors 
Acceptance Corp., lending agency of 
the U.S.’s biggest automaker, went 
into the market with a $200-million 
offering. In order to find buyers, it 
had to pay a 312% rate, a full 4% 
more than on a similar offering just a 
month before. 

Actually the net effect of last year’s 
rising borrowing rates on the instal- 
ment credit companies was slight. For 
the typica: company, total interest 
costs on the money they borrow to do 
business arnount to only about 30° 
of gross earnings before taxes and 
interest charges. Thus even a 10% 
increase in the interest they pay, an 
abnormal rise indeed, would reduce 
net profits something less than 5% 

Yet, slight as the effects of tighter 
money rates were, they provided one 
of 1955’s acid tests of the alertness 
of credit company managements. No- 
table “A” students of the money mar- 
ket: C.LT.’s Arthur Dietz, who paid 
only 3% on $42 million of nine-yea: 
unsecured notes in February, well 
before the GMAC offering, and 344°; 
on $50 million borrowed in July to 
clean up C.I.T.’s short term obliga- 
tions; Pacific Finance’s Maxwell King 
raised $36 million in the spring and 
$20 million more in July on 342% de- 
bentures, a rate %% lower than he 
would have had to pay two months 
later; when he saw the money struc- 
tures tightening, Byrd Henderson put 
his Household Finance in strong cash 
position by selling privately $30 mil- 
lion in serial debentures at a 3°s° 
interest rate; Seaboard Finance took 
care of expanding capital needs with 
a February private sale of $4.5 million 
oi $4.65 preferred stock. 

The Big Wheels 

Wherever the golden rain fell, the 
lenders’ grass sprouted a wondrous 
green, the kind of green that is nego- 
tiable currency. But it was greenest 
on the side of the fence where the 
big sales finance companies graze. 
Unlike the small loan companies, 
some three-quarters of their aggre- 
gate loans are on purchases of auto- 
mobiles. And if there was anything 
Americans wanted in the year of the 
Big Boom, it was a shiny new chrome- 
heavy car. i 

So much so, indeed, that ‘they will- 
ingly went into hock an average of 
$1,245 apiece for more than half of 
the 8 million cars Detroit turned out. 
Some of them went to the banks to 
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make their deal. But six out of ten 
signed up either with GMAC (if they 
bought GM nameplate models) or the 
independent finance companies (if 
they bought other brands). It was no 
wonder they did. The finance com- 
panies, shrewdly, were discounting 
auto dealers’ wholesale paper (i.e., 
financing their showroom stocks) at a 
rate so low that there was no profit in 
it. But it was more than worth it to 
the finance companies, to whom the 
dealers normally refer borrowing cus- 
tomers 

It was no wonder either that the 
golden rain produced a reflective glint 
in Wall Street’s gimlet eyes. Espe- 
cially so because the finance com- 
panies’ advertised 6% rate on auto 
loans actually far understates the 
lender’s income. Since buyers repay 
principal and interest in monthly in- 
stalments, the effective annual charge 
on the money actually outstanding in 
a contract covering 18 months is bet- 
ter than 119%. Adding in the leverage 
provided by the money the finance 
companies themselves have borrowed 
at far lower rates, they were netting 
some 17% on their equity capital. 

Rank & Horsepower 

Quite understandably, the highest 
horespower rating in the field by far 
goes to GM’s own GMAC. With GM 
building better than half the U.S.’s 
cars, GMAC has its customers’ time 
payment business virtually sewed up. 
The Ford of the business is Arthur 
Dietz’ C.LT. Financial Corp., whose 
estimated $4-billion loan volume last 
year was as large as that of its next 
three largest rivals (see chart) com- 
bined. 

Dietz, as able an operator as there 
is in the business, is not the Ford of 
the auto finance business merely by 
analogy; financing time payment pur- 
chases of Ford cars is actually the 
largest part of his auto loan business. 
With the No. two automaker racing 
neck and neck with mighty GM for 
first place in sales of its volume car, 
Dietz thus boosted his profitable retail 
auto loan receivables a thumping 46% 
in the year’s first half, an estimated 
40% in the full year. 

It took only a look at C.L.T.’s exem- 
plary volume increase, however, to 
see that in the finance business you 
do not begin to wallow in lucre just 
because the bell on the till is ringing 
as fast as it can. All you are collect- 
ing, anyway, is paper. Actually, last 
year C.LT.’s operating profit margin 
fell below the 39.2% it showed in 
1954, and its nine-month boost in 
sales (up 30%) produced only a mod- 
erate increase in net (up 4.3%). 

In that it was not alone, and there 
was a good reason for it. When a fi- 
nance company writes a new sales 
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contract, it immediately charges off 
to earnings all the commissions, book- 
keeping and credit-checking expenses 
involved; but it does not collect from 
its customer except in monthly in- 
stalments over a period that may run 
as long as 36 months. Thus in a boom 
year like 1955, the finance companies’ 
reported earnings tend to understate 
their real prosperity. The actual run- 
offs on loans made last year will only 
begin to show up substantially in 
this year’s earnings statements, and 
1957’s. 
Moneyman’s Moneyman 

Yet it is not mere size alone that 
makes C.L.T. the big wheel it is among 
the independent finance companies, 
nor Arthur Dietz the moneyman’s 
moneyman he is. The fact is that, for 
all C.LT.’s corporate horsepower, its 
pre-eminence also derives heavily 
from the high-octane performance it 
displays in managing its affairs in de- 
tail. 

Otherwise it probably could not 
continue to stay on top of the heap. 
For fundamentally, apart from man- 
agement skills, the large finance com- 


C.1.T. FINANCIAL’S DIETZ 
On top of the heap. 


pany has only one peculiar advantage 
over its myriad small-time competi- 
tors: the ability to procure a massive 
line of credit. In other respects, the 
instalment finance business is sim- 
plicity itself. Its operations are essen- 
tially local in nature, a fact that gives 
the small entrepreneur with local 
contacts a decided edge. All he needs 
to have, and his numbers are multi- 
plying fast, is a moderate amount of 
cash, a good line of credit at the local 
bank, a modicum of intuitive shrewd- 
ness in judging acceptable credit 
risks, and the ability to show a profit 
in a business where the capital outlay 
and critical break even point are rela- 
tively low. The very smallness of his 
operations is an advantage: being on 
the spot and relatively free of admin- 
istrative problems, his 
proportionately lower 

Things are not so simple for C.LT.’s 
Arthur Dietz. And the thing that 
makes him stand out head and shoul- 
ders above his compeers is his imag- 
inative willingness to run C.LT. not as 
a simple business grown large, but as 
a large business grown necessarily 
complex. No other major finance com- 
pany has diversified itself as thor- 
oughly as C.LT. has or accepted the 
fact that its very bigness has made 
it less flexibly responsive to economic 
change, and therefore that it 
copper its bets in other fields. 

Roughly 66°% of C.LT.’s receivables 
is still aute ‘oans. Other retail receiv- 
ables account for another 13%. The 
necessary wholesaling of automobile 
dealers’ paper contributes another 
21% of receivables. These, however, 
are just the routine elements of any 
finance company’s operation. The re- 
markable aspects of C.LT.’s business 
lie in another direction. One of the 
most important of these is the com- 
pany’s factoring operations, done 
through three major subsidiaries, 
Commercial Factors, William Iselin, 
and Meinhard. Factoring (lending 
against accounts receivable) is a fast- 
growing business, and benefits im- 
portantly from the recovery in tex- 
tiles. 

Another imaginative coup for Dietz 
has been his recent venture into “pay- 
as-you-depreciate” instalment financ- 
ing of industrial equipment, a field 
in which there are still some legal 
obstacles to surmount. For both 
ventures, Dietz rates an “A” for imag- 
ination. 

Not any less important to C.LT. and 
its rivals is the growth of insurance- 
writing operations among the finance 
companies. The immediate advantage 
is obvious: an average 20% to 25% 
commission on the premium they ob- 
tain for outside insurers. Cars sold on 
the instalment plan must be protected 


overhead is 


must 
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against theft, fire and collison in any 
case at the time of sale. Yet there is 
an even bigger advantage, recognized 
early by Dietz, in operating an in- 
surance company subsidiary to handle 
this business rather than farming it 
out. Unlike the installment finance 
business, the premiums come in be- 
fore liability begins, and they are 
several times actual losses on an actu- 
arial basis. It is no accident that the 
nation’s -insurance companies are 
among its biggest lenders. 


Next in Line 

Number Two in the field, in size at 
least, is Baltimore’s Commercial Cred- 
it Co., the most erratic performer in 
the group. Automobile financing is 
also the biggest part of its business, 
but unlike C.LT. its fortunes are tied 
principally to those of Chrysler, not 
Ford. The degree to which that makes 
it vulnerable was clear in 1954. 

It might seem unfair to criticise 
Commercial Credit’s boss, Chairman 
Eli C. Wareheim, on that score; 
Chrysler’s sales slump was clearly 
something outside of his control. Not 
so, however, is the degree to which 
Commercial Credit was vulnerable. 

Comercial Credit’s large insurance 
operation, which provides over 30% 
of its net (vs. roughly 60% from auto 
financing), is also tied to the number 
of auto contracts it writes. A manu- 
facturing division, established during 
the war to offset loss of income due 
to credit restrictions, provides 10% to 
15% of net. But although it does lend 
some degree of stability to the parent 
company’s business, it is questionable 
whether a company which is funda- 
mentally a moneylender is guided by 
the highest type of business acumen 
when it spreads its efforts into manu- 
facturing, profitable or not. 

Nevertheless, there are clear signs 
that Commercial Credit has at last 
turned the corner, and for that much 
credit is due to the energy of Ware- 
heim himself. Last year, Commercial 
Credit’s motor liens soared 80%, a 
truly remarkable showing. As a result, 
Commercial Credit probably earned 
close to, or more than, it did in record 
1953. Even at that, the run-off from 
this year’s new business will not ap- 
pear in full until at least late this 
year. One other factor in Commer- 
cial’s favor: since the war, its business 
has grown roughly a fifth faster than 
C.LT.’s. But on the same dividend 
payout, it has been able to show far 
less increase in earnings per dollar of 
plowback than the other Big Two. 

The Big Push 

Top honors in the group for sheer 
growth must go to Indiana’s Asso- 
ciates Investment. Since the war, 
Chairman Robert Oare’s business has 
grown more than twice as fast as 
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MOTORCARS FOR THE MILLIONS 


In a boom year, chrome & more chrome. 


either C.LT.’s or Commercial’s. In- 
vestors have gotten an average 40.4% 
payout from earnings over the last five 
years, much less than the group as a 
whole has paid. But Oare has man- 
aged to show a return on _ those 
plowedback dollars second only to 
C.1.T.’s. His average return on stock- 
holders’ equity has been second to 
none among the finance companies. 

With a 53% rise in contracts in the 
first half, the run-off this year should 
be impressive. Not least so because 
Oare keeps Associates’ receivables in 
an unusually liquid position; most 
maturities are under one year. In all 
respects, Associates’ management 
rates high, but particularly for com- 
bining spectacular growth with an 
usual flair for shrewd money man- 
agement, of which the liquid position 
is only one symptom. Another im- 


ASSOCIATES’ ROBERT OARE 
He goes for growth. 


portant plus item: Associates’ re- 


markably low wage ratio is roughly 
16% against an average of probably 
22% for its major counterparts. 


Cross Breeds 

Far behind the Big Three finance 
company leaders loom two strange 
hybrids, California’s Pacific Finance 
Corp. and Chicago’s General Finance 
Corp. Both are growth stars and des- 
tined to loom much larger. And both 
combine sales financing of instalment 
auto purchases with small loan opera- 
tions. 

General Finance’s Chairman Byron 
Coon puts his investors’ equity to 
work more profitably than anyone 
except Associates’ Oare, and has made 
it grow faster than any other outfit 
in the group. Partly that has been the 
result of ultra-conservatism at divi- 
dend time. Over the past five years, 
General has paid out only 36.8% of 
earnings, a ratio which will not change 
much for 1955 although Coon boosted 
the dividend from 65c to 80c in Sep- 
tember; net is up even more. Some 
of the increased equity simply shows 
up because it went into earned sur- 
plus instead of into dividend enve- 
lopes. But Coon has also shown him- 
self more able than most at converting 
plowed-back earnings into increased 
earning power (see yardsticks). 
Doubtful asset, although profitable: a 
manufacturing division. Important 
one: a fast-growing insurance opera- 
tion. 

More of an unknown quantity is 
Pacific Finance, 29% of whose stock 
is owned by Lockheed Aircraft and 
another 18.7% by directors. Its formal 
record is poor in almost every par- 
ticular, but things seem to be chang- 
ing fast. For one thing, President 
Maxwell King is sitting smack in the 
middle of one of the most auto-con- 
scious regions in the U.S. In 1955’s 
first half alone, his auto financing 
volume rose 53%. Since this is two- 
thirds of his business, apart from in- 
surance income, it bodes well for the 
future. He also showed a marked 
flair for cost control last year. 

Another healthy item is the above- 
average upturn in California’s used 
car market, in which at least three- 
quarters of sales are on instalment 
contracts. Losses on bad accounts tend 
to average far lower than the $400 
average on repossessed new cars. 

But one of the most interesting fac- 
tors in Pacific’s hybrid setup is the 
growth and lucky location of its small 
loan business, acquired in 1951. This 
now accounts for 25% of Pacific’s 
business. Of it, 38% is done through 
Pacific’s 79 offices in California, which, 
unlike most states, has no ceilings on 
the size of consumer loans. (In many 
states the limit is $300, but this is 
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Burroughs Sensima 


Would you ever guess that a small re- 
tail store would invest in the same 
type of accounting machine as The 
Rath Packing Company? 

It’s happening. Thousands of small 
businesses have discovered Burroughs 
Sensimatic Accounting Machines—be- 
cause these same machines that work 
wonders in corporate accounting can 
also save money for the little man. 

Dubs Jewelers, for example, of 
Brunswick, Georgia, found they could 
completely mechanize with just one low- 
cost Sensimatic. Instead of using the 
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machine for its exceptional speed (as 
Rath does) Dubs uses it as a jack-of- 
all-jobs — because a Sensimatic is 
several machines in one. 

To be so versatile—and still have 
the speed that saves money on big- 
volume jobs—each Sensimatic is built 
with an exclusive, interchangeable 
“sensing panel” that guides each error- 
proof movement. With it, this machine 
is more automatic, and thus faster on 
any job. And, because each panel has a 
four-job capacity, it’s the same as 
having four specialized machines. To 


fics can cut your accounting costs 


do still more jobs, or quickly change 
your system, you simply switch panels. 

If your accounting costs are out of 
line, knock them down now. Just look 
for our listing in your phone book. 
Burroughs Corporation, Detroit 32. 


“Burroughs” and “Sensimatic’’— Reg. T-M’s 


Wherever There's 


Business There's 





generally being slowly increased to 
$500.) This concentration in the 
Golden State is particularly impor- 
tant because it costs hardly more to 
write a loan for $1000 than it does for 
$50; the clerical expense is the same. 
In general, a good yardstick for profit- 
ability in this business is the size of 
the lender’s average loan. 

Another important prospective 
source of income for Pacific, which 
used to place its insurance on the 
outside before the war: its fast-grow- 
ing insurance operations. If King 
shows up as well this year and next 
as he did in the last in skillful han- 
dling of Pacific’s problems, his 
abilities must be rated high consider- 
ing the circumstances he has been 
faced with. 

Sign of the Three Balls 

It is inconceivable that any of the 
finance companies could have existed 
much before 1920: it is unlikely that 
many people were in the market for a 
horse and buggy on the instalment 
plan. But the small loan business 
reaches right back to Shylock and 
beyond, and it still betrays something 
of its origins. 

For one thing, there is the matter 
of interest rates: most states put ceil- 
ings on them of 2% to 342% per 
month, depending on the size of the 
loan, although competition tends to 
average it down somewhat. Never- 
tueless, the effective interest rate 
tends to run from 10% to 35% a year. 
Partially offsetting this high rate is 
the larger cost of getting and servicing 
a short-term, small face-amount loan. 

Nevertheless, the small loan com- 
panies still don’t enjoy a bank-like 
reputation even among Americans 
who use them, although the loan shark 
is today a relatively rare and strictly 
local character. It was not until 1916 
that the nation’s Uniform Small Loan 
Law was passed and conditions be- 
came such that consumer loan com- 
panies could operate nationally. Yet 
the pawnshop atmosphere still lingers 
on in many of the local offices of even 
the largest such lenders. Making small 
loans, morever, is still fundamentally 
a local transaction, and management 
even in some of the biggest companies 
still tends to be parochial, often fusty. 

Lenders’ Lineup 

Kingpin of the group, and a mass of 
contradictions, is famedyold House- 
hold Finance with 720-@dd loan of- 
fices in the U.S. and Canada, 80-some 
of them opened last year. In some 
ways, Household is the most parochial 
of the bunch, a tendency not unre- 
lated to the fact that long-employed 
directors own 14.2% of its stock and 
that another 15.8% is owned by Popu- 
lar Finance Corp., which is in turn 
controlled by a Household director. 
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EIGHTEENTH CENTURY PAWNSHOP 


An old aroma lingers. 


Some 61% of its stock is owned by 
nearly 6,000 active or retired employ- 
ees. 

As chairman, Byrd S. Henderson is 
himself an old veteran; his service 
with the company and its predecessors 
goes back to 1907. He runs a bureau- 
cratic, cabinet-style organization; sel- 
dom does he make policy without 
submitting the matter to every con- 
ceivable executive for the fullest 
consideration. Time drags on. 

And yet there are signs that House- 
hold, not a particular favorite in Wall 
Street and probably underrated there 
considering its eminence in the field, 
is slowly coming to life, becoming less 
of an institution and more of an ag- 
gressive business. One such sign: the 
presence of energetic, young (54) 
Harold E. (“Mac”) MacDonald in the 
presidency. No veteran to the loan 
business’ unreconstructed days him- 


INVESTMENT’S 


Luster in the earnings column. 


AMERICAN BARNES 


self, MacDonald is a merchandiser by 
training and sympathies, picked up 
his education with W. T. Grant and 
Montgomery Ward, both hard schools. 
All across the board, Household 
shows up to date as just about aver- 
age in its groups (see yardsticks). 

The No. Two factor in the field 
is Beneficial. It and its predecessors 
have always been profitable (reaching 
back to 1914), and its policies have 
tended to be as conservative as its 
dividend (59.1% on average), the 
smallest payout percentage in the 
group excepting only for Household’s 
52.2%. 

Seaboard Finance’s distinction in 
investors’ eyes is its standout divi- 
dend rate, averaging 87.2% of earn- 
ings. Almost a third of its business is 
in sales contracts; last year it 
branched out into auto financing. But 
its main income is from small loans, 
and there it is especially favorably 
situated with a large part of its busi- 
ness in legally liberal California. 

However, what money Chairman 
William Thompson has plowed back, 
after his above-average payout, has 
apparently gone mostly to sweeten 
earned surplus; it has been notably 
unproductive of new earnings on 
equity. One thing, however, Thomp- 
son does have: the hard knocks be- 
bind him of an entrepreneur who got 
into the business on a virtual shoe- 
string, built it up into the fourth 
largest company in the field. 

Two Extremes 

The most markedly disparate pair 
in the group are St. Louis’ American 
Investment Co. of Illinois and Dela- 
ware’s Family Finance Corp. Family 
is the most patently negatively man- 
aged company in the group, at least 
for the past few years. Entirely 
counter to the trend, in fiscal 1955 
(ended June 30) Family’s volume of 
outstanding paper expanded nearly 
not at all; and since 1952, while 
Household and Beneficial have in- 
creased their volume 19°, Family’s 
has stood still. 

On the plus side of the Family 
ledger, however, there are two im- 
portant items: good use of plowback 
to produce new earnings on equity, 
and a rise in loss ratios only half as 
great as that of the group as a whole 
in the last few years. Best characteri- 
zation of William Paul, Jr.’s manage- 
ment: careful, but not venturesome. 

Quite the contrary is that of Ameri- 
can. Averaged across the board, its 
record has been a standout, particu- 
larly in the earnings column. Although 
Founder-President Donald Barnes has 
maintained a liberal 72.2% payout 
policy, he has made what dollars he 
did plow back go to work to increase 
earnings on equity. 
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MORE COPPER IS COMING 


Never before has peacetime copper output been so great. 

In 1955 alone, free world refined production totalled an 
estimated 2,732,997 tons. Yet even today’s record tonnages 
will be exceeded as new copper mines swing into full pro- 
duction and existing properties expand operations. 

On the African continent, substantially increased produc- 
tion is expected from Bancroft, Chibuluma, and Kilembe. 

In South America, expansion at El Teniente, Chuquica- 
mata and La Africana, has been announced. Under devel- 
opment are Cuajone, Toquepela, Quellevaco, and Indio 
Muerto. 

In the United States (already the world’s largest pro- 
ducer), San Manuel, Butte, Tripp, White Pine, Osceola, 


and Pima mines are headed for greater output. 

Canada will add more production at Gaspé, Campbell 
Chibougamau and Opemiska. Many new properties are 
being developed. Substantial future output is expected 
from Brunswick, Geco, Granduc and Canam, to mention 
only a few of these new projects. 

The copper industry has the capacity to produce copper 
faster than ever. 

From known deposits . . . from mines now under devel- 
opment and from ore bodies now being explored . . 
copper is on the way. For particulars, write today to 
Copper and Brass Research Association, 420 Lexington 
Avenue, New York 17, New York. 


- more 


COPPER & BRASS 


RESEARCH ASSOCIATION 


... AN INDUSTRY SOURCE OF TECHNOLOGICAL AID, INCLUDING A LIBRARY OF TECHNICAL LITERATURE AND A COUNCIL OF SPECIALISTS. 


COPPER OR ITS ALLOYS PROVIDE THESE ADVANTAGES: 
Best conductor of \\' AQ Does not rust... 
electricity commercially {> =} High corrosion 
evailable WOOON resistance 
~— 
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Best heat transfer 
agent of all 


form, draw, stomp, 
commercial metals polish, plate, etc. 


Easy te machine, Welds readily ... 
Excellent for 
soldering and brazing 
~~ 
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“Sure it’s smooth, son— that’s asphalt!” 


VERYONE prefers smooth travel on a joint-free 
E road—a road laid in one continuous belt of 
asphalt. That’s why this durable all-weather road 
surface is the number one choice of motorists and the 
trucking industry. 


s Asphalt roads are smoother, quicker to construct, 


easier on the pocketbooks of the taxpayers who pay 
for them. 


Asphalt application on highways, airport runways, 
secondary roads, driveways and flood control projects 
—these are only a few of the places where all of us see 
and benefit from this important petroleum product. 


ASPHALT IS ECONOMICAL—SMOOTH-RIDING—FAST—SAFE 


CITIES @ SERVICE 


Quality Petrolewm Products 





AIRLINES 


Were it not for the well-intended 
ministrations of the Civil Aeronautics 
Board and the helpful hints tossed 
about by West Coast planemakers, the 
airlines would have negotiated 1955 
in high style. Instead, the year was 
something of a nightmare from start 
to finish. 

The CAB started all the trouble by 
clearing its cluttered docket of the 
high-piled applications for new routes 
which for years had merely gathered 
dust in Washington. By the time the 
Board sifted through the sheaves of 
claims and counterclaims, heard angry 
charges and bitter countercharges, 
scarcely a major carrier in the coun- 
try ended up the year with the same 
route structure it had when it started. 
The nation’s bigger, healthier airlines 
suddenly found their choicest routes 
swarming with competitors who had 
never been there before. Their small- 
er brethren, while they gathered up 
some of the most surprising route 
awards ever made, discovered that 
they had no planes to fly them. 

Competition & Confusion 

In its awards, the CAB created many 
more problems than it actually solved, 
and airline observers began seriously 
questioning its highly-touted wisdom. 
But the Board had little choice. In 
deciding to strengthen the smaller 
airlines, it could only send them 
roaming into the faraway regions 
where other airlines before them had 
long ago built up strong passenger 
loyalties. 

Yet, in putting the competitive 
squeeze on the big carriers, it threw 
a bureaucratic monkeywrench into 
what few really sturdy airline oper- 
ations there are in the U.S. today. The 
CAB claimed otherwise. Increased 
competition, it insisted, will not in any 
sense dilute the traffic an airline al- 


r—— BX SCORE 


Here is how FORBES’ editors rate the 
management capabilities of eleven 
airline companies (100% =perfec- 
tion): 

Pan American ($253.9)* 

American (200.3)* 

United (191.9)* 

Eastern 


Delta (52.2)+ 
Northwest (51.4)+ 
National (37.6)+ 
Braniff (31.7) 


“In parentheses: total assets in millions as of 
June 30, 1955. +September 30, 1955. 
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ready claims as its own. On the con- 
trary, it will help swell the ranks of 
air travellers to the point where no 
airline need ever again worry about 
where its next passenger dollar is 
coming from. 

But that was the CAB view. Not all 
airline operators were quite as certain 
of the verities behind this beautiful 
theory. Even so skillful and prosper- 
ous an airline executive as United’s 
William A. (“Pat”) Patterson could 
only shake his head and say: “It is 
difficult to present any outcome of the 
confusion that exists today 

Decisions and Dilemmas 

In the midst of this confusion, the 
jet age overtook the nation’s airlines 
with all the shattering force of a nu- 
clear explosion. It instantly produced 
a frantic stampede for delivery posi- 
tions on the jet transport assembly 
lines at Douglas and Boeing. Facing 
the airline operators was no normal 
turn in the equipment-buying cycle, 
but a transportation revolution with- 
out parallel. In effect, it involved a 
harsh alternative: buy jets, or fall 
hopelessly behind. 

The jet revolution plunged airline 
managements into one of the most 
frightening dilemmas they have ever 
had to face. With less certainty than 
courage, the airlines ordered new 
planes they did not really want and 
could not really afford, and desperate- 
ly hoped that their decisions today 
would not become their undoing to- 
morrow. But the stakes were so high 
that no airline could afford to pass up 
the gamble. 

The first carriers into the field with 
jet airliners will theoretically capture 
not only prestige, but the cream of the 
passenger market as well. Yet to 
United’s Patterson, whose business 
instincts are as sound as anyone’s in 
the industry, this golden opportunity 


is not entirely comforting 
the most important decisio! 
history,” said he. “If we make 
take, we’re busted.” 
Headlines & Hesitation 
Mistake or not, Patterson 
became the first domestic 
airline boss to buy jet planes. Even at 
that, he had fluttered around the is- 
sue like a moth around a hot street- 
lamp for almost a year. Starting in 
January, when he first made head- 
lines by announcing that he would 
soon purchase 15 or 16 jet transports 
costing between $4 million and $5 mil- 
lion apiece, through October, when he 
signed an actual contract for 30 Doug- 
las DC-8s costing a cool $175 million 
($5.8 million each), Patterson had 
center stage all to himself. Everyone 
else in the industry was still sitting 
it out, nursing the same awful doubts 
In a sense, Patterson did not seem 
to know quite how to play what was 
obviously an out-of-character front 
stage role. Because of the tremendous 
expense involved in introducing a 
brand-new plane, in the past Patter- 
son has always let some other airline 
(usually American) take the first 
plunge. This time, however, the stakes 
were so staggering that even Amer- 
ican’s pioneering C.R. (for Cyrus 
Rowlett) Smith hung back, waited 
until Patterson had committed him- 
self. When he had, Smith hustled off 
to Boeing, ordered thirty 707s for 
$135 million, and promptly began tak- 
ing reservations for the U.S.’s first jet 
nonstop flight from New York to Los 
Angeles on June 15, 1959—at least 
two months before United’s first DC- 
8s are scheduled to see service 
Smith’s plans, however, were also 
subjected to some last minute revi- 
sions, possibly for no other reason 
than to match his arch-competitor 
plane for plane. Only a month before 


made his 
decision, 
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PASSENGERS THRONG TO ECONOMY FLIGHTS 


The bigger the aircoach, the larger looms the load factor. 


American’s purchase, Wall Streeters 
noted, Smith had said that he planned 
to buy only 20 jets costing only $100 
million. Then, having decided on Boe- 
ing’s cheaper 707s, he upped the ante. 
But whether Smith is getting a better 
value at $4.5 million per plane from 
Boeing than Patterson is at $5.8 mil- 
lion per plane from Douglas is a 
question which will not be accurate- 
ly answered for years. Actually, at 
this stage, each is buying a pig-in-a- 
poke. 
Another Headache: Cash 

Patterson’s decision was partly in- 
fluenced by his costly experience with 
Boeing’s bulky Stratocruisers. Earlier 
in the year, he yanked them off his 
California-Hawaii run, replaced them 
with Douglas DC-7s and cheerfully 
observed: “We disposed of them at 
midnight and started making money 
at 8 A.M. the next morning.” 

Having written off the Boeing prod- 
uct, Patterson had only one jet plane- 
maker left to turn to—Douglas. Smith 
in buying from Boeing, also had no 
other choice if he still meant to beat 
Patterson into thé air with jets 
(United’s order had priority on Doug- 
las’ assembly lines). Was all this 
maneuver and countermaneuver a 
manifestation of shrewd management? 
Not really. Most airline experts agree 
that each momentous decision 
amounted to little more than a hope- 
ful, fingers-crossed flip of a coin. 

If Boeing can actually deliver 
American’s planes on schedule, Pat- 
terson is faced with the less-than- 
pleasant prospect of starting off the 
new jet age in transportation in sec- 
ond place. Yet this difficult situation 
is overshadowed by an even knottier 
problem: how to foot the bill. United’s 
$175-million purchase, Wall Streeters 
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were quick to note, is greater than 
its entire net worth ($100 million) 
and its long-term debt ($37 million) 
combined. The big bill for Patterson’s 
jets falls on top of others: United 
must still pay for a $22-million, 17- 
plane fleet of piston-engine planes ar- 
riving this year, and shell out another 
$42.5 million for 26 more already or- 
dered for 1957 delivery. Add to this a 
four-year $125-million program for 
new navigation aids and ground fa- 
cilities and the total becomes rather 
staggering. 

That Patterson plans some heavy 
outside financing to see him over the 
hump is thus a foregone certainty. 
Last year he redeemed United’s pre- 
ferred stock in what Wall Street 
guessed was a preliminary move 
toward obtaining a long-term de- 


UNITED’S PATTERSON 
At the street lamp, a moth. 


ferred-payment loan similar to those 
shrewdly engineered by 
and Eastern. 

Management Test 

Elsewhere, Patterson had other 
headaches by the hangarful. One of 
his planes piled up on a Wyoming 
mountainside and another was blown 
out of the Colorado sky by a crack- 
pot’s bomb. Almost simultaneously, 
his flight engineers went out on strike, 
forcing him partially to curtail service. 

As if this were not enough, a bitter 
competitor, TWA’s Ralph Damon, ex- 
ploded a bombshell in that most sen- 
sitive of airline policy questions: air 
coach fares. Patterson firmly believes 
that the economics of the business 
dictate narrow differentials between 
first-class fares and coach fares. 
Damon, however, petitioned for (and 
got) authority to cut New York-to- 
California coach fares from $99 to $80. 
That forced Patterson and American’s 
Smith, against their better judgment, 
to follow suit. 

The damage (if, indeed, there ever 
is to be any) was not reflected in 
United’s nine-month earnings state- 
ment. On a 24% increase in revenue 
passenger miles, United not only 
boosted its revenues 21%, to a rec- 
ord $179 million, but wound up with 
a $10-million profit, the highest in its 
history. 

Whether United will continue to 
make profits of this order in future 
years is a question that even Patter- 
son cannot really answer. If he is to 
do so, it will challenge every last one 
of his many _ universally-acknowl- 
edged capabilities. When the CAB 
cleared up its route cases last year, 
Patterson was granted permission to 
fly non-stop between Chicago and the 
Pacific Northwest in direct competi- 


American 
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tion with Northwest. He also man- 
aged to get a foot in the door at 
Pittsburgh, and at TWA’s longtime 
stronghold-—Kansas City. 

But United lost much more than it 
gained. Not only was TWA given en- 
try into United’s big operating base, 
Denver, but everyone else in the West 
was digging spurs into Patterson’s 
tender hide. From out of nowhere, 
little Continental Air Lines was 
thrown into United’s Chicago-Kansas 
City - Denver - Los Angeles orbit. 
Western Air Lines was given a crack 
at its Denver-San Francisco route. 
And, just for good measure, American 
was granted permission to fly nonstop 
from Chicago to Los Angeles. In the 
East, United, along with American 
and TWA, were being squeezed for a 
share of the highly profitable New 


York-to-Chicago passenger market 
by Capital and Northwest. GROWTH POWER 

Whether Patterson can shake off 
these threats and still keep his air- 
line flying high, is a question only 
time and Patterson can answer. At 
any rate, managing an airline under 
such rapidly-changing conditions calls 
for a lot more than mere aptitude for 
figures, a talent in which Patterson 
has no peers and few equals. These 
days an airline boss has to combine 
the farsighted wisdom of a Socrates 
with all the gymnastic skill of an 
Olympic athlete. 

A Hit & A Miss 

American’s Smith, as skillful a gym- 
nast as the airline industry can boast 
today, fared no better in the route PAYOUT VS. 
sweepstakes than did Patterson. Ex- 
cept for the addition of Columbus to ) PLOWBACK 
his east-west flight pattern, and one — — 
or two other adjustments, Smith also 
watched the CAB cut a string of 
smaller carriers in on his choicest 
passenger markets. 

But Smith may also have taken an 
important lead in the transcontinental 
race by leaping in where Patterson 
feared to tread: lining up new equip- 
ment for shorter routes where flying 
jets will not be economical. Against 


aor cee gua VS. 
aut eubgien eaaeitialicne ke. PROFITS 


come an important factor in U.S. com- PLOWBACK 
mercial aviation until 1962, Smith 
went out and bought 35 Lockheed 
Electras (cost: $65 million). They 
will be in service by 1959. The fact 
that Eastern’s Rickenbacker also fol- 
lowed Smith’s example, seemed to 
prove that Patterson had not only 
missed his guess by a mile, but that 
he will be forced into a disadvan- 
tageous delivery position should he 
decide that he needs turboprops after 
all. 
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A Helping Hand 
In a way, neither Smith nor Rick- 
enbacker had any reason to be timid 
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AMERICAN’S SMITH 
A weighty decision. 


about their purchases. Their credit 
standing has never been better. To fi- 
nance his new fleets (American also 
has 30 piston-engine ships arriving 
this year and next), Smith signed up 
for a $75-million insurance company 
loan on which he will not have to 
make sinking fund payments until 
1967—long after his jet fleet is in full 
operation. Repayments, moreover, will 
be spread over a 30-year period and 
amount to an easily manageable $2.5 
million annually. 

Rickenbacker also hit up an insur- 
ance company for a $90-million loan 
to see him through a $350-million 
expansion program, which will in- 
clude 50 piston-engine planes, 40 
Lockheed Electras costing $100 mil- 
lion (he also has an option on 30 
more), and a 26-plane, $165-million 
jet fleet from Douglas. Like Smith, 
Rickenbacker can defer payments 
for a decade, take an additional 10 
years to pay back the face amount. 

The advantages of both deals are 
obvious. Both lines will be able to 
salt away their large anticipated 
earnings as well as depreciation re- 
serves on their new jets, which will 
most likely have been written off the 
books by the time repayments are due. 

That Eastern’s earnings will be 
large, Rickenbacker, for one, has ab- 
solutely no doubt. By the end of 1961, 
he expects Eastern to be hauling 20,- 
000,000 passengers annually, three 
times the number it carries today. In 
light of these forecasts of future 
growth, it is not surprising that year- 
end rumors sifted through the Canyon 
that a huge pool of insurance money 
(possibly as high as $1 billion) will 
be needed within the next decade 
alone to help other carriers handle 
the $3-billion capital financing some 
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experts say will have to be under- 
taken. 
Lonesome Laggard 

Meantime, both Smith and Ricken- 
backer have been banking tidier- 
than-usual profits. On a 33% boost in 
nine-month revenues, to $195 mil- 
lion, American netted an all-time 
high $14.3 million. Eastern came 
through with its revenues up 16% to 
$148 million, profits up 165% to $4.7 
million. 

Despite the pretty percentages, 
from a stockholder’s standpoint Rick- 
enbacker’s performance was more 
than slightly drab. Eastern’s net re- 
turn on sales (3.2% vs. United’s 5.6% 
and American’s 7.3%) is sometimes 
explained away in Wall Street as a 
necessary result of the boss’ admirable 
strategy in depreciating his planes 
fully in just four years. Never mind 


EASTERN’S RICKENBACKER 


A clever deal. 


the reported earnings, say the market 
letters; look at the cash flow. 

But why not, answers a small mi- 
nority, look a little further still? Not 
only has Rickenbacker paid out a 
mere pittance in dividends (15.3% of 
available earnings after taxes and de- 
preciation) in the past five years, but 
the plowed-back cash has actually 
done less to improve earnings than 
any other major U‘S. airline, with the 
exception of Delta (see Yardsticks). 
Among the Big Four domestic car- 
riers on the other hand, Eastern 
stockholders’ equity has. grown faster 
than that of any other’s except Amer- 
ican’s. But the earning power of the 
Eastern stockholders’ investment rates 
only an average third. Hardly the 
picture of a peerless moneymaker that 
Wall Street is wont to paint. 

Strangely enough, while Smi‘h and 
Patterson were flying high, and Rick- 


enbacker at least seemed to be soar- 
ing, the final member of the U.S.’s 
Big Four, TWA’s Ralph Damon, had 
definitely run into bad weather. At 
the nine-month mark, TWA’s reve- 
nues had nudged ahead to $163 mil- 
lion, up 5%. But its profits took a 
nosedive to $5.2 million, 40% less than 
it cleared a year ago. 

This big dent in TWA’s profits, of 
course, was largely caused by some 
unusual expenses incurred in moving 
its maintenance base and introducing 
a new fleet of Super Constellations. 
But what did the pitifully small rise 
in revenues indicate? Was it, as some 
concluded, a tipoff that TWA was let- 
ting other carriers grab up a fatter 
share of the nation’s passenger mar- 
ket? 

Nothing of the sort. 
Damon, along with Rickenbacker, 
National’s Baker and  Western’s 
Drinkwater, is well on his way toward 
increasing his share of the US. 
passenger market by vigorous promo- 
tion of low-fare coach flights. In the 
year ended June 30, 34% of TWA’s 
passengers (as compared with 28% 
of Eastern’s, 33% of Western’s and 
43% of National’s) flew tourist class, 
the fastest growing segment of the 
airline business. For this very rea- 
son, Damon flew off with some choice 
route awards, including service to 
Tulsa and Oklahoma City out of New 
York, to Denver on its transcontinen- 
tal flights, and to Detroit and Cleve- 
land on its east-west routes. 


If anything, 


To American’s argument that the 
presence of TWA in an already clut- 
tered market would result in a seri- 
ous diversion of its business, the CAB 
replied that new competitive service 
(i.e., coach flights), would actually 
stimulate a flow of new traffic. “TWA, 


TWAS DAMON 
Ai puzzling delay. 


ForBES, JANUARY 1, 1956 





is the world’s largest producer of aircraft steels 


Include guided missiles in aircraft. They're 
becoming a sizeable consumer of steels. 

And as to the word “steels” —those furnished 
to the aircraft industry are as different as balsa 
and teak. 

One reason for Republic Steel’s prominent 
position in the field of future taxicabs for outer 
space is that Republic makes every kind of steel 
called for. Another reason is its electric furnace 
capacity. Electric furnaces produce the premium 
steels needed for aircraft—high in quality, high 


in demand. Republic has the world’s largest 
electric furnace capacity. 

Now that the sound barrier is old stuff and 
aircraft design is concentrating on the heat 
barrier, the wings of planes are being designed 
for stainless steel. Today only titanium: and stain- 
less steel are practical as wing skin under such 
high heat conditions. 

Republic melts and rolls titanium in all forms. 

Republic is likewise the world’s largest manu- 
facturer of alloy and stainless steels. 


REPUBLIC STEEL General Offices: Cleveland 1. Ohie 


Where diversification creates stability 
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Keeping pace with our expanding economy, 
IBM electronic data processing systems like 
this IBM 702 not only break present-day 
paperwork bottlenecks, but also give 
management vital facts for timely decisions. 











FOR BUSINESS 


TODAY, IBM IS SOLVING MORE PROBLEMS 


FOR MORE 


Saving more time in processing more busi- 
ness data for more businesses has been the 
keynote of IBM progress for more than 
41 years. And this progress was never 
more marked than during the past year. 
In typical 1955 IBM installations: a 
chemical company reduced the time for 
producing monthly cost reports from 
2,400 hours to 10 hours; a leading aircraft 
company now creates a master production 
schedule that used to take four weeks to 
prepare, in 24 bours, at a cost saving of 
40%; another manufacturer is doing a 
payroll for 8,700 employees in 3 hours! 
To speed similar efficiencies for more 
businesses, more than 1,125 IBM electronic 


BUSINESSES THAN EVER BEFORE! 


data processing systems have been installed 
or put into production during 1955. Of 
these, 185 medium-sized IBM 650’s—the 
“electronic workhorse,” and 32 giant 700 
serizs machines are at work for a wide 
ranysze of businesses. Every working day, 
one or more of these electronic machines 
roil off the production line! 

In addition, 285 IBM Cardatypes® and 
110 “1000-Cards-per-minute” Electronic 
Sorters (both just announced last January) 
have been delivered. And more than 1,625 
growing businesses have started on the 
road to punched card savings by installing 
IBM data processing systems. 

IBM ... first to put electronics on a 


down-to-earth basis for business, is also 
first to offer industry and business a com- 
plete line of data processing equipment to 
meet its diverse needs. From the giant IBM 
705 to smaller punched card data process- 
ing systems, IBM can fit yourneedsexactly. 
For the plain facts about data processing 
for any business—large or small—contact 
your)  ' IBM representative. OIBM 


international Business Machines Corporation 
590 Madison Avenue, New York 22, WN. Y. 


DATA 
PROCESSING 








as a vigorous coach operator,” said 
the CAB decision, “will give further 
assurance of such development in this 
market.” 

Calculated Gamble 

There were other indications last 
year that Damon, an also-ran as far 
as transcontinental first-class traffic is 
concerned, has a toehold in a far more 
important market than that served by 
either of his biggest competitors, 
United and American. Unlike Pat- 
terson, who puts on a coach flight only 
when competition forces him to (less 
that 20% of United’s passengers are 
low-fare ticketholders), and Amer- 
ican’s Smith, who has an even greater 
fear of low-fare tourism (a mere 
12.5% of American’s total passengers), 
Damon is banking on the premise that 
within five years 80% of air travel 
will be by coach, only 20% by more 
luxurious first-class. “Its potential,” 
says Damon, “is five to 10 times the 
present volume.” 

This emphasis by Damon on air 
coach involves some shrewd calcula- 
tions. If he can get enough low-fare 
volume, profits will take care of them- 
selves. By slashing cross-country 
coach fares 20% (the move which 
rankled Patterson and Smith most), 
Damon increased TWA’s coast-to- 
coast coach traffic 60% in the first 
month of operation. 

A Fight Brewing 
Patterson and Smith have stubborn- 


ly maintained a head-in-the-sand at- 
titude toward the realities of coach 
travel. But they did make their moves 
to nail down a place in the jet-age 


sun. In what direction, ask Wall 
Streeters, has Damon been looking? 
Amid some admittedly wild spec- 
ulation that TWA will place a jet 
transport order with Boeing, neither 
Damon nor well-heeled industrialist 
Howard Hughes has yet announced 
any decision. Time is running out. 

To be sure, of all the airlines TWA 
can least afford to be stampeded into 
a bad purchase. Having refinanced its 
debt early in the year to help pay for 
new Lockheed Super Constellations 
(70 more will arrive in 1957), TWA 
tightroped through June on a skimpy 
$4.4 million working capital (com- 
pared with American’s $46.5 million, 
Eastern’s $52.6 million). To make 
Damon’s cash stringencies worse, the 
CAB touched off a battle-royal by 
ruling that TWA must pay back some 
$8.7 million it had received in subsidy 
in earlier years. Even if TWA could 
afford to repay the money (which it 
cannot), Damon’s friends say he 
would fight such a move in the courts. 
Now he is certain to. 

A Whoop for Joy 

Other carriers, too, had weighty de- 

cisions to make regarding jet-pow- 
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WRIGHT TAKEOFF (1908) 
Still no fiscal parachutes. 


ered flight equipment. None seemed 
to be in less advantageous spots than 
Delta and Braniff, which won the 
biggest prizes in last year’s route 
sweepstakes. Heeding Delta’s 10- 
year-old protest that it was the only 
airline east of the Mississippi denied 
entry into the heavily-populated 
Northeast, the Board gave it a route 
running from Atlanta to New York 
via Washington, Baltimore and Phila- 
delphia. 

While Delta’s C.E. (for Collett 
Everman) Woolman was crowing over 
this decision, Braniff’s Charles Beard 
was whooping for joy at his jackpot: a 
route from Fort Worth to New York 
via such important traffic centers as 
Tulsa, Memphis, Nashville, Chatta- 
nooga and Washington. The betting in 
airline circles is that Beard helped 
sew up the decision in Braniff’s favor 
by strategically unfolding a new $67- 
million expansion program which will 
include some eight Convair Metro- 
politans, “up to 10” turboprops and 
“up to six” jet airliners. (In early De- 
cember, Beard bought five 707s for 
$30 million). The only hitch is that 
Beard, like Woolman, does not have 
enough planes now to take full ad- 
vantage of the opportunity handed 
him. 

Cleaning the Slate 

This year and next, Beard will be 
getting a $20-million, seven-plane 
fleet of DC-7Cs, which will relieve 
some of his Latin American equip- 
ment for domestic use. But Woolman 
will not take delivery on his newly- 
ordered planes (10 DC-7s) until mid- 
1957. How, it can well be asked, can 
either line offer the vigorous kind of 
competition that would be needed to 
win new friends along a route system 
long dominated by someone else? 


Neither carrier has had much time 
to worry about such matters. Delta’s 
Woolman did the best thing he could 
by immediately hustling off to the 
West Coast to buy five Metropolitans 
(for August 1956 delivery), and to 
talk turkey on Electras, DC-8s and 
707s. Other than that he can only hope 
to work out a better utilization of 
Delta’s present fleet in order to send 
some planes prowling into the new 
passenger market which awaits them. 

For Delta the stakes are high 
Properly operated, Woolman’s new 
route will gross an estimated $25 mil- 
lion yearly and net a fat $2.3 million 
after taxes. 

Even without this new route award, 
Woolman had Delta flying in fine 
weather. In its fiscal year ended in 
June, the line increased its revenues 
18% to $59 million, its profits 67% to 
$2.2 million. Then, as if to prove that 
fiscal 1955 was no accident, Woolman 
rode out his first (September) quar- 
ter with 13% higher revenues ($14.9 
million) and 135% higher profits ($1.4 
million) then a year ago. Better still, 
Woolman also cleaned Delta’s slate of 
$10.9-million wor-h of debentures left 
over from its merger with Chicago & 
Southern two years ago. Taking ad- 
vantage of a high market which 
brought a flood of conversions into 
common stock, Delta was stuck for 
only $4 million in cash. 

Sunsidy Slashes 

The lone flaw in Woolman’s net- 
work is a Caribbean service which 
loses some $800,000 a year—a loss 
which must be offset entirely with 
profits from domestic operations. Sim- 
ilarly, Braniff still loses some $388,000 
annually on its Latin American routes 
(down from a $1-million deficit yea 
before last), on which it has always 
collected a fat subsidy. The best evi- 
dence that Beard has whipped Braniff 
into fine financial trim was the CAB’s 
decision last year to start taking 
Braniff off the dole. First it elimi- 
nated the carrier’s $1.4 million do- 
mestic subsidy, followed that with a 
$1.3-million slash in its international 
subsidy. Then it hacked off an addi- 
tional $368,000 because Braniff’s do- 
mestic flights were still operating well 
in the black. 

The subsidy cuts, nevertheless, were 
a little hard to swallow all at one sit- 
ting. Although Braniff’s non-mail 
revenues climbed 11% in 1955’s first 
nine months, the loss of subsidy pared 
the total revenue gain to a modest 
2%, leaving it at $34.7 million. For 
the same reason, Braniff wound up 
with a $1.3-million profit vs. $2 mil- 
lion two years ago. 

Team Strategy 

Nonetheless, Beard went ahead and 
cleared his balance sheet of $1.7-mil- 
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lion worth of convertible debentures 
(more than $1 million was exchanged 
for common stock), sold 460,644 ad- 
ditional common shares netting $5.7 
million, and promptly paid off an $8.7- 
million long-term note. Debt-free for 
the first time since he took over 
Braniff’s controls two years ago, 
Beard then compensated stockholders 
for the dilution of their equity by 
paying out three 15c dividends (to 
November 17) to go with the drought- 
breaking 50-center paid in December 
1954. 

Beard also collected a nice reward 
for some shrewd management strat- 
egy engineered a year earlier. Having 
refused to take the CAB’s advice to 
sell Braniff’s Latin American route 
system to Juan Trippe’s gargantuan 
Pan American, Beard forced the CAB 
to settle its so-called New York- 
Balboa case another way. When the 
Board finally did decide which in- 
ternational carrier, Pan Am or Bran- 
iff, and which domestic line, Eastern 
or National, should hook up at Miami 
to offer one-plane service from New 
York straight through to South 
America, the CAB teamed Braniff 
with Eastern (a partner Pan Am des- 
perately wanted), and made team- 
mates of Pan Am and George T. 
(“Ted”) Baker’s aggressive, but much 
smaller, National Airlines. 

Traffic in Sunseekers 

Not that either Baker or his airline 
is exactly a shrinking violet in the 
industry. On the contrary, in the 
past five years National has actually 
grown faster than any other carrier 
in the country—faster even than Delta 
and Braniff, whose traffic was boosted 
along by advantageous mergers. Thus, 
when the CAB began handing out 
new routes, National got the Pan Am 
interchange and nothing more. 

Actually, Baker needs a new route 
about as badly as Howard Hughes 
needs dividends from TWA. The 
heavy north-south traffic along the 
Eastern Seaboard, which has kept 
National fat and healthy, brought in 
25% more revenue dollars ($48.6 mil- 
lion) in its June 30 fiscal year. It 
added another $10.8 million in the 
September quarter, a 17% increase 
over the previous year. 

On the profit side, National fared 
even better, despite the fact that a 
$3-million sale of flight equipment 
inflated 1954 earnings to such an ex- 
tent that Baker was unable to match 
his previous performance. Taking net 
income from National’s flight opera- 
tions alone, Baker rang up a 110% 
increase, to $3.1 million, in the 
June year, and an incredible 600% 
increase in the September quarter. 
On the basis of this profitability, 
Baker boosted the quarterly rate on 
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National’s common from 15c to 25c for 
the 1955-1956 year. 
Rough-and-Tumble Tactics 

On this showing, it is also not sur- 
prising that the CAB wants to cut 
other airlines in on some of Baker’s 
and Rickenbacker’s high-profit traffic. 
Baker, however, plans to be ready for 
whatever competition the Board may 
decide to throw his way. Not only 
had he ordered a $20-million fleet of 
DC-7s for 1957 delivery, but also a 
$36-million squadron of DC-8 jets, 
which he will loft into the New York- 
Miami run by mid-1959. 

Having beaten his arch rival, East- 
ern’s Edward Vernon Rickenbacker, 
to a West Coast jet assembly line, it 
would not surprise Wall Streeters if 
Baker soon ordered British-built Vis- 
counts to offset American’s and East- 
ern’s joint monopolization of Lock- 
heed’s Electra program. For Baker is 
probably the thorniest competitor in 
an industry whose bosses literally 
breathe competition from sunup to 
sundown. 

Last year, for the umteenth time, 
Baker tried to block Eastern’s merger 
with Colonial, and even stormed into 
a CAB hearing to announce that he 
was planning a similar union with 
New England’s Northeast Airlines. 
Whether Baker can foil his foe 
(doubtful) or pull off a merger of 
his own (also doubtful) is somewhat 
immaterial. Rough-and-tumble tac- 
tics of this sort have always paid off 
handsomely for Ted Baker. But in 
Rickenbacker, he has a rival who en- 
joys a good scrap as much as he does. 

Behind the Times 

Not so United’s Patterson, who 
sometimes gives the impression that 
he would like to run an airline as he 


WESTERN’S DRINKWATER 


Firewater is the formula. 


would a bank. His undeniably sound 
financial practices notwithstanding, 
Patterson missed out on an im- 
mensely clever promotional gimmick 
by ignoring as long as he could the 
fact that some passengers might enjoy 
an alcoholic libation with their scen- 
ery. It took one of the smallest trunks 
in the country—Terrell Drinkwater’s 
Western Air Lines—to force him to 
take liquor aboard. 

Yet, even when Patterson reluc- 
tantly did concede that competition 
and cocktail glasses were often one 
and the same thing, Drinkwater, who 
sends his small fleet of planes winging 
along United’s heavily-travelled Los 
Angeles-to-Seattle route, was already 
pulling droves of passengers to his 
ticket counters with another lure: a 
well-filled (and refilled) glass of Ital- 
ian Swiss Colony champagne 

Drinkwater’s firewater formula has 
worked wonders, helped boost West- 
ern’s nine months revenues 29% (to 
$23.2 million) and profits 58% (to $1.6 
million, highest in its history). For- 
tunately for Western, Drinkwater is 
also a clever promoter of coach traffic, 
a talent which helped him win a San 
Francisco-Denver route (via Reno 
and Salt Lake City) in direct competi- 
tion with Patterson’s United all over 
again. Yet whether a champagne bot- 
tle can ever compete successfully with 
a slick jet airliner (Western has not 
yet plunged into jet-age equipment) 
is a question Drinkwater may soon be 
called upon to decide. For the pres- 
ent, however, he is flying higher than 
ever before—so high in fact that he 
paid Western’s stockholders two extra 
15c dividends, thereby raising 1955's 
per-share payout from 60c to 90c. 

Unwelcome Intruders 

Eastward, two suddenly rejuvenated 
carriers, Capital and Northwest, were 
kicking up the kind of capers that 
threatened to upset the balance of 
power on the New York-Chicago air- 
lanes. Where United, TWA and Amer- 
ican long ruled the skies, Capital’s 
James H. (“Slim”) Carmichael and 
Northwest’s Donald Nyrop suddenly 
cropped up with sleek Viscounts and 
plushy Stratocruisers. 

If the Big Three were loudly re- 
sentful of this intrusion, Capital, 
Northwest and the CAB were just as 
loudly for it. After taking a severe 
buffeting from their bigger brethren 
for years, neither Carmichael nor 
Nyrop is disposed to feel charitable 
now that the fight can be fought on 
even terms. 

Carmichael proved that a year ago, 
when he bought an armada of Vis- 
counts to try and scuttle the competi- 
tors who roared pitilessly over his 
tangled route structure. Now the 
tables have been turned. With new 
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Viscounts arriving monthly from 
Britain, Carmichael has a golden op- 
portunity to grab a fat share of the 
New York-Chicago traffic long before 
the nettled Big Three get turboprops 
of their own. 

Similarly, Nyrop has already put 
Stratocruisers into service on a 70- 
flights-a-week basis. Although he 
may not make much money on the 
ships, he can certainly win over a 
fair share of the passenger market. 
The Stratocruiser, although it is five 
years old, is still the most luxurious 
airliner flying today. 

Nick-of-time 

Carmichael, the truth is, badly 
needs this dense New York-Chicago 
traffic market. Although his Viscounts 
have proved to be top-drawer attrac- 
tions (the first three of them in serv- 
ice piled up an enviably high 84% 
load factor during the first month of 
service), the cost of introducing them 
is heavy. At the nine-month mark, 
Capital’s revenues nosed ahead 6% 
to $38 million, but income from opera- 
tions dropped 70% to a bare $279,000. 
Only the sale of $3.8 million worth of 
old flight equipment kept Capital’s 
net profits aloft. 

This prop to Capital’s profits, how- 
ever, has outworn its usefulness. Now 
Carmichael is faced with the problem 
of calling a halt to plane sales in 
order to provide necessary service to 
his suddenly enlarged route system. 
Among Capital’s winnings: unre- 
stricted service from New York to 
Philadelphia, Pittsburgh and Detroit, 
through service between New Orleans 
and New York via Atlanta, a Buffalo- 
New York route, and the addition of 
Rochester as a waypoint on its New 
York-Detroit flights. 

Like Carmichael, who is studying 
the purchase of newer, faster, farther- 
ranging Viscount 800s, Northwest’s 
Don Nyrop wound up his first full 
year in the airline’s cockpit with pre- 
liminary negotiations (with an un- 
specified planemaker) for eight to 10 
jets, which he would like to whoosh 
into service by 1960. In a sense, this 
was one of the most surprising an- 
nouncements of the year. Less than 
two years ago, Northwest was so 
racked by management squabbles that 
even the purchase of just six Super 
Connies helped send pioneer para- 
chutist Harold R. Harris bailing out 
of the presidency. But since Nyrop 
dusted off Harris’ desk 15 months ago, 
plane orders have literally poured out 
of St. Paul for eight DC-7Cs and a 
dozen DC-6Bs costing a cool $38 
million. 

More Surprises 

Nyrop also began pouring out the 
kind of news that makes Wall Street- 
ers sit up, take notice, and jot down 
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in market letters that Northwest is 
at last emerging from the doldrums. 
With stunning suddenness, Nyrop 
paid out a 20c dividend in April (the 
first sign of a:payout stockholders had 
seen since 1946), and handed out two 
more of the same size by mid-October. 

The big payoff on these unexpected 
gestures came when Nyrop declared 
that Northwest’s Pacific routes, which 
had been propped up by a $3-million 
subsidy in 1954 and a $4-million hand- 
out the year before, were completely 
off the dole. Even without this sup- 
port, Nyrop boosted Northwest’s nine- 
months revenues 14%, to $54 million, 
and its profits 47%, to more than $2 
million. 

Nothing, perhaps, is more impor- 
tant to Northwest than the fact that 
it no longer needs government help. 


PAN AM’S TRIPPE & FRIEND 


Logic is not the answer. 


Don Nyrop is well aware that Juan 
Trippe’s powerful flag-waving lobby 
is looking for every opening to bump 
Northwest off the Great Circle Route 
to the Orient. Early last year, in what 
has widely become regarded as Pan 
American’s most distasteful bit of 
politicking, Trippe succeeded in win- 
ning sole possession of the Seattle- 
Hawaii route—even though North- 
west, a long-time tenant on the route, 
had offered to fly it entirely without 
subsidy. 

Actually, the Civil Aeronautics 
Board, gave its unanimous blessing to 
Northwest in this dispute. But some- 
where between the CAB’s chambers 
and the White House, where all in- 
ternational route cases must wind up 
for approval, the clear facts got gar- 
bled, bad advice was given, and Pres- 
ident Eisenhower unwittingly signed 
the route over to Trippe. In a matter 
of days, the indignant howls of sen- 


ators and congressmen righted the 
wrong (both lines now fly the route). 
But Nyrop was impressed as never 
before with the fact that, in the rare- 
fied atmosphere of international poli- 
tics where Trippe wields a mighty 
sceptre, mere logic is a poor counter- 
weapon. 
Faith & Confidence 

Even Trippe, however, was sub- 
jected to a moderate amount of come- 
uppance last year. Try as he might, 
he could not pry Nyrop loose from his 
Alaska routes or wheedle the gold- 
gilded interchange he wanted with 
Rickenbacker’s Eastern at Miami. The 
CAB also cut his sorely-needed sub- 
sidies and refused to allow him a 
higher trans-Pacific mail rate than 
Northwest as a compensation for his 
longer route. Still, Pan Am managed 
to prosper, ringing up $118 million 
revenues and $8 million profits 
through June. How this compares 
with 1954’s performance is unknown. 
Pan Am, which tends to take the lofty 
view that its business is nobody else’s 
business, gave up the practice of issu- 
ing interim reports in 1952. 

Trippe did willingly make financial 
news, however, by negotiating a 25- 
year, $60-million loan to help pay for 
a walloping $110-million 40-plane 
order for DC-7Cs and DC-7Bs. He 
followed it with a thumping (and 
peerlessly publicized) $269-million 
order for jet planes—20 from Boeing, 
25 from Douglas. Commerce Sec- 
retary Weeks enthusiastically pro- 
claimed that the order “demonstrates 
faith in free enterprise and confidence 
in the future.” 

Weeks failed to add, however, that 
Pan Am’s faith is bolstered by some- 
thing else: assurance that there will 
always be fat subsidies to pull Pan 
Am off the hook if the financial strain 
of its jet venture ever becomes too 
great to bear alone. At any rate, 
United, American, Eastern, Braniff 
and National, whose jet plane orders 
totaled $700 million, somehow failed 
to receive equal commendation from 
high places that they too had faith 
and confidence in the future. 

Apart from Trippe’s skill in whee- 
dling governmental concessions fo1 
his airline, the plain fact is that Pan 
Am brass have not demonstrated 
nearly the managerial acumen shown 
by their domestic brethren. In terms 
of equity growth and return on equity, 
Pan Am’s figures are the lowest in 
the league. Nor is Trippe’s unusually 
high 46.9% payout to stockholders ‘n 
the past five years particularly im- 
pressive. As one Wall Streeter puts 
it: “Not another airman in the coun- 
try would dare to take subsidy with 
one hand, and give so much of it to 
stockholders with the other.” 
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Even in these days of astronomical figures, a billion 


of anything is impressive. But it’s particularly impres- 
sive when it’s a billion pounds of a chemical that, some 
twenty years ago, was little more than a laboratory 
curiosity. 

The chemical in question is Styrene Monomer. Last 
year, at its plant in Kobuta, Pennsylvania, Koppers 
produced its billionth pound. Since this synthetic 
chemical was first produced commercially, it has vir- 
tually skyrocketed to success. Styrene is now the back- 


bone of tough synthetic rubber . . . and it also con- 





tributes importantly to plastics, paints, paper coatings 
and countless other products. 

Besides making chemicals like Styrene, Koppers 
specializes in many other fields. For example, Koppers 
Precipitators cleanse the air we breathe. Wood is 
pressure-treated by Koppers to guard against ter- 
mites and decay. Koppers Coke Ovens help to make 
the steel for our skyscrapers . . . and these same sky- 
scrapers are protected by watertight Koppers Roofs. 

Chances are good that every day, in some form, 


Koppers Products are playing a vital part in your life. 





KOPPERS COMPANY, 


PITTSBURGH 19, 
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INC. 


PENNSYLVANIA 





NATIONAL ANILINE DIVISION 


Dyestuffs 


Colors, Industrial Intermediates, 
Synthetic Detergents, 


/hemical 


IS A COMBINATION OF SEVEN GREAT 
OPERATING DIVISIONS. 


TT 


BARRETT DIVISION 
Coal-Tar Chemicals, Resins, Plastics 


‘and Plasticizers, Roofing, Insulating 


Boord and other Building Products, 
Bituminous Road Materials, Pipe- 
line Enamels, Wood Preservatives, 
Industrial Pitches. 


and Certified Food 
Solutions, 
Pharma- 


cevticals, caprolan Nylon Fiber. 


—- 


NITROGEN DIVISION 
Anhydrous Ammonia, Nitrogen 
Urea, Fertilizer Ma- 
terials, Methanol, Formaldehyde. 


GENERAL CHEMICAL DIVISION 
Sulfuric and Other Commercial Acids, 
Alums, Phosphotes, Sodium Com- 
pounds, “Genetrons” and other 
Fluorine Compounds, Reagent and 
Laboratory Chemicals, Insecticides 
and Fungitides. 


SEMET-SOLVAY DIVISION 
Coke and By-Products, Coal, Gas 
Producing Apparotus, 
Coke Ovens, A.C. Polyethylenes. 


Suk GURL and taco oe 


MUTUAL CHEMICAL DIVISION 
Sodium Bichromate, Sodium Chro- 
mate, Potassium Bichromate, Chro- 
mic Acid, “Koreon,”” and other 
chromium chemicals. 


SOLVAY PROCESS DIVISION 


Alkalis, Chlorine, Calcium 
Chioride, Ammonium and Potos- 
sium Compounds, A‘kali Cleans- 
ers, Chlorinated Hydrocarbons. 


Wilputte 


ForBES, JANUARY 1, 1956 








CLOSED-END 


INVESTMENT COMPANIES 


One of the more infectious symptoms 
of 1929’s speculative fever was the 
epidemic of newly-formed closed-end 
investment companies.* These com- 
panies, the sole purpose of which was 
to invest in the shares of other com- 
panies, were supposed to offer or- 
dinary investors a chance to share in 
the reputed money-making know- 
how of the “insiders.” But most of 
them were jerry-built structures. 
They collapsed before the first blasts 
of the depression. 

A sturdy, well-managed handful, 
however, survived, and still survive. 
But they are often overlooked in 
this era of persuasive mutual fund 
salesmen, and their onetime allure has 
been dimmed by the easy availability 
these days of accurate investment ad- 
vice. It is far safer for the average 
American to do his own investing to- 
day than in 1929. 

But how have these closed-end com- 
panies fared in the great mid-century 
bull market? On the surface at least, 
one thing was certain: 1955, judged 
at the three-quarter mark, was not an 
outstandingly good year for them. 
Asset value of all six companies in the 
Forses’ survey fell behind the still 
powerful bull market as measured by 
both Standard & Poor’s 90 Stock 
Average and the Dow-Jones Indus- 
trials. 

During those nine months the DJI 
climbed 15.5%, the S&P average more 
than 20%. But the net asset value of 
Adams Express rose only 12.8%, of 
Tri-Continental 12%, and of Lehman 
Corp. 7.9%. 

The market price of these invest- 
ment companies lagged even further 
behind the averages. By mid-Decem- 


*So called because their shares are not re- 
deemable like mutual fund shares, can only 
be bought and sold from existing stockhold- 
ers. An open end, or mutual fund, on the 
other hand, promises to buy back its own 

res at any time for an arnount based on 
their share of the assets at that time. Most 
mutual funds are actually open at both ends, 
in that shares can be ppesenecen from the 
fund, as well as sold to it. 


BOX SCORE——— 


Here is how FORBES’ editors rate 
the management capabilities of six 
closed-end investment companies 
(100% = perfection): 

Tri-Continental ($263.1)* 

Lehman (225.2) 

U.S. & Foreign Securities (133.8) 

Pennroad (99.9) 

Atlas (84.8) 

Adams Express (77.2) 


*in parentheses, total assets in millions as of 
latest report. 
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ber the DJI stood 85 points above its 
1954 closing price, but Tri-Continen- 
tal, at 25%, had actually declined al- 
most two points. Lehman Corp., at 
4414, was down 14%. Only US. & For- 
eign Securities, rising 9 points to 363%, 
had given the averages a run for their 
money. 
The Widening Discounts 

To some students of the market, 
there was something more than a lit- 
tle strange about all this. It has long 
been a kind of axiom on Wall Street 
that investment company stocks sell 
closer to their asset value as a bull 
market nears its top. Yet it was not 
working that way last year. Instead 
of narrowing, the discounts became 
bigger in most cases. 

Of course the investment companies 
were not the only wallflowers in the 
1955 bull market. More than one stock 
went down when its owners thought 
it should have gone up. But invest- 
ment company holdings consisted 
of stocks that gained considerable 
ground on balance. Why, then, did 
investment company shares fail to 
keep pace with those of the companies 
they had invested in? 

Actually investment company men 
have a perfectly logical explanation 
for this anomaly. “Don’t forget,” said 
one executive, “that so far as the mar- 
ket is concerned, investment company 
stocks are secondary securities. The 
fireworks this year have come from 
the 50 or so biggest companies. The 
secondary stocks have lagged most of 
the year.” 

This unpredictability of closed-end 
trust discounts is one reason why 
many small investors have preferred 
to put their money into mutual funds, 
where the company stands ready to 
buy its own shares back at asset value. 
Thus they can banish the word “dis- 
count” from their vocabulary. This 
may be little more than a psycholog- 
ical advantage, as many Wali Street- 
ers claim. Hard-working mutual fund 
salesmen nevertheless find it a potent 
formula for breaking down customer 
resistance. 

In part this explains why the mu- 
tual funds have grown so much faster 
than the closed-end companies. But it 
is far from being the only reason. The 
simple fact is that brokers and un- 
derwriters can make a healthy profit 
from the 8% commissions on most 
mutual funds. It pays them to ring 
doorbells and make telephone calls. 
But once a closed-end company is 
launched, little gravy remains for the 
broker except relatively thin stock 
exchange commissions. 


% Gain Dec. 31, 54 over Dec. 31, 49 
ASSET GROWTH" 
IN THE GREAT BULL MARKET 
1950 : 





Lae 4 
1955 (NINE MONTHS) 








cludes capital gain 
distribut 
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Running a closed-end investment 
trust, of course, has its own rewards 
Lehman Brothers, for example, draws 
down $225,000 a year for managing its 
closed-end offspring, Lehman Corp 
In the latest fiscal year, Lehman 
Brothers also pocketed $276,206 in 
brokerage commissions from Lehman 
Corp. But all this is small potatoes 
compared with the big sums earned in 
underwriting, or the sieady, lucrative 
flow of commissions that some firms 
earn from mutual fund commissions 
and “loading” charges. 

Falling Behind 

Eleven years ago, the closed-end in- 
vestment companies and mutual funds 
had a roughly equal claim on the in- 
vestor’s affections. Total assets were 
$739 million for the closed-end trusts, 
$882 million for the mutual funds. 
Since then, the mutual funds have be- 
come the investing phenomenon of the 
age. By the end of 1955 investors had 
$6 invested in mutual funds for every 
$1 invested in closed-end companies 
In November, there were just 29 
closed-end member companies* on 
the roster of the National Association 
of Investment Companies. The mutual 
fund members numbered 116. The 
boom of the Fifties seemed to have 
passed the closed-end companies by. 


*These figures refer to diversified invest- 
ment companies, do not include companies 
like the du Pont’s Christiana Securities 
which controls E.I. du Pont de Nemours, or 
the Reynolds’ family’s U.S. Foil, which con- 
trols booming Reynolds Metals. Nor do they 
include a number of smaller speciai purpose 
investment companies that have grown up in 
recent years out of liquidation situations— 
such as Gurdon Wattles’ Webster Investment 
Co. 





Perhaps the unkindest cut of all 
came in 1954. Boston’s 5l-year-old 
Railway and Light Securities Co., 
having changed its name to Colonial 
Fund, turned its coat and became a 
mutual fund. 

In their salad days, the closed-end 
companies were the rage of Wall 
Street. By 1927 there were 160 closed- 
end companies. In 1928, the SEC esti- 
mates, underwriters sold shares in an- 
other 186 to the public. The year of 
the Big Crash—1929—saw brokers and 
underwriters satisfying the public 
hunger for investment trust shares by 
launching no less than 265 new closed- 
end companies, some of them repre- 
senting nothing more than a fourth or 
fifth claim on some grossly over-in- 
flated securities. Neither the public 
nor Wall Street, however, saw it that 
way at the time. No less an authority 
than John J. Raskob, onetime GM and 
du Pont officer, and Chairman of the 
Democratic National Committee, saw 
them as a marvelous institution that 
could make every American wealthy. 

When the frenzy for investment 
company stocks was at its height, the 
shares of the ill-fated Goldman Sachs 
Trading Corporation sold at twice 
their issue price, despite the fact that 
the company was still little more than 
a big bundle of unproductive cash. 
It was a popular delusion of the times 
that $1 became worth $2 if Messrs. 
Goldman Sachs consented to hold it. 


The House of Lehman 

The 105-year-old investment firm 
of Lehman Brothers chose this un- 
propitious moment—September 24, 
1929—for launching their $100-million 
Lehman Corp. But, unlike most ot 
that class of 1929, Lehman Corp. 
stood up well when the going got 
rough. By 1936, stockholders who 
stuck with their Lehman = stock 
through the panic found that their 
shares were worth more than they had 
paid for them before the bubble burst. 
At 1955's three-quarter mark, counting 
capital gains disbursements, Lehman 
shares were 230% ahead of their 1929 
price—a sharp contrast with the Dow- 
Jones Industrials, which were up only 
roughly 30%. 

Thenks to its Depression strength 
and its excellent showing in the For- 
ties, Lehman Corp. has become some- 
thing of a prodigy among closed-end 
investment companies. Most of the 
time since 1950 investors have been 
willing to pay a premium over asset 
value for its shares. All this only goes 
to substantiate a very clear fact: that 
Lehman Corp. has sterling, albeit 
somewhat unopportunistic, manage- 
ment. Last year, however, some of the 
glitter seemed to have worn off. On 
September 30, Lehman Corp. closed 
at 415s, a discount of almost 10% 


76 


from its asset value on that day. 
Why had Lehman Corp. gone soft 
in the 1955 stages of the bull market? 
One reason, as Lehman President 
Robert Lehman, 63, freely concedes, 
is the failure of Lehman’s favorites, 
the oil stocks, to keep up with the 
market. As of September 30, Leh- 
man’s six biggest investments in oil 
stocks, topped by a $13 million stake 
in rich Amerada, were worth 9% less 
than nine months before. 
Diversification, an obvious prescrip- 
tion, has not been as simple a remedy 
for Robert Lehman and Executive 
Committee Chairman Monroe Gutman 
to take as it might seem. Lehman’s 
total oil holdings had a market value 
as of September 30 of $55.4 million, 
representing a breathtaking $38.6 mil- 
lion profit on an investment which had 
cost stockholders just $16.8 million. 


LEHMAN’S LEHMAN 
He survived the fall. 


That, however, was just the trouble. 
Under provisions of the Investment 
Company Act of 1940, Lehman would 
be obliged to pay the profits to stock- 
holders if it sold its oil stocks. Such 
an enormous payout would (1) seri- 
ously deplete the company’s assets, 
and (2) hand stockholders a hefty 
capital gains tax liability. Sighed 
President Lehman recently: “There 
are lots of securities we’d like to shift 
around, but we’re ham-strung by the 
tax laws.” 
Difficult Diversification 

Last year Lehman and Gutman did 
come up with a partial solution: they 
offered stockholders rights to an ad- 
ditional 420,623 shares of the com- 
pany’s stock on a one-for-ten basis, 
which the owners eventually exer- 
cised. With the $18.1 million proceeds 
Lehman Corp. proceeded to do some 
badly-needed portfolio balancing. By 
building up other sections of the com- 
pany’s holdings, Lehman and Gutman 


were able to cut down their one-sided 
concentration in the oil industry. The 
trust added to its portfolio, among 
others, big holdings of Allied Chem- 
ical, Schering Corp., Coca Cola, Capi- 
tal Airlines, Hudsons Bay, Powell 
River Co., Ltd. R. H. Macy. By the 
end of the third quarter, oil and gas 
shares were down to one-quarter of 
Lehman’s total assets as against nearly 
one-third nine months earlier. 

The biggest bonanza for Lehman 
stockholders recently, however, had 
nothing to do with the company’s fa- 
vorite oil and retail department store 
stocks. It was the celebrated rise of 
Reynolds Metals from 10 to 60 in less 
than two years. With 115,760 RLM 
in the trust’s portfolio, Lehman stock- 
holders reaped a paper profit of more 
than $4.5 million in a little more than 
a year. 

Like most investment companies, 
Lehman’s portfolio is heavily weighted 
with blue chips. Even its mining in- 
vestments are mostly in such solid, 
old-line companies as Magma Copper, 
International Nickel, Cerro de Pasco. 
That speculative uranium stocks are 
missing from Lehman’s portfolio of 
mining shares is hardly surprising. 
The very word “uranium” on Wall 
Street these days is redolent of the 
shady character and the fast dollar. 

But what other financiers regard 
as indigestible has often proved a 
very juicy morsel for Atlas Corpora- 
tion’s Floyd Bostwick Odlum. By 
mid-1955, Atlas had poured $15.6 mil- 
lion into its Hidden Splendor uranium 
property, another $10 million into 
Wasatch Corp., a subsidiary dabbling 
in oil and uranium. Toward year’s 
end, Odlum paid $8 million more to 
get contro! of Utah’s Almar Uranium 
mine. 

That was more than enough to keep 
Odlum’s myriad detractors in the 
Street primed with skepticism about 
Atlas’ prospects and Odlum’s abili- 
ties. With fully 40% of Atlas’ cap- 
ital committed to what many skeptics 
regard as a doubtful asset, they were 
once more ready to predict that Od- 
lum, at 63, had finally gone off the 
veep end. It is not the first ammu- 
nition he has given them. Atlas 
Corp.’s Titeflex, Inc., manufacturer of 
flexible metal hose, has never earned 
any impressive profits despite the $9.6 
million Atlas has lavished on it. Nor 
has the $3.6 million Atlas invested in 
Northeast Airlines ever paid a dime 
in dividends to Atlas. 

Too Soon? 

One of the worst blows to Odlum’s 
reputation for shrewd timing was his 
‘yailout from Consolidated Vultee two 
years ago; this deal still has a large 
effect on Wall Street’s opinion of Od- 
lum. When he unloaded 400,000 shares 
of the San Diego aircraft maker on 
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John Jay Hopkins’ General Dynamics 
Corp. for $8.5 million and 40,000 shares 
of General Dynamics common, it 
looked as though Odlum had the best 
of it, what with the Korean war near- 
ly over. But, as it was quickly ap- 
parent, Odlum had sold out too soon. 
A few months later, aircraft stocks 
took off on the most vertical rise in 
their history, carrying Douglas from 
20 to 90, and Boeing from 18% 
to 8844. Presumably Convair would 
have done the same if it were still 
traded. Other Convair stockholders, 
who swapped their shares for General 
Dynamics’, ended with shares recently 
worth three times the $23-a-share 
Atlas received. 

But Odlum, on the surface at least, 
was not fretting. He points out that 
Atlas took a $10-million profit out of 
the Convair deal, counting what it 
has made on its moderate-sized hold- 
ings of General Dynamics. “It is,” he 
has since said, “to Atlas’ long-range 
benefit if the buyer can look forward 
with confidence to further progress 
when Atlas holdings in a special sit- 
uation are marketed.” 

Too Much Cash 

Odlum’s 1953 sale of Convair and 
of his big holdings in Sunray Oil left 
Atlas Corp. with more than 35% of its 
$67-million assets in idle cash. Atlas 
thus sat with unproductive bank bal- 
ances while the market was rising 
fast. Partly as a result, Atlas shows 
the smallest asset growth in the past 
five years among the six closed-end 
trusts rated by Forses (see chart). 
Odlum, however, has told stockhold- 
ers not to worry. “It is,” he said last 
year, “during such periods that the 
performance of Atlas does not show 
at its best... . A portfolio of general 
market securities . . . is most produc- 
tive of short-term results.” 

Odlum does not, in fact, consider 
Atlas’ fortunes as being tied at all to 
the performance of the stock market. 
“I do not,” he says, “think of Atlas 
as an investment company at all... . 
I conceive of Atlas simply as a pool of 
capital engaged in transactions for the 
benefit of its stockholders.” 

Odlum differs from the other in- 
vestment trust brass in more than his 
investment philosophy. Mostly he 
shuns Wall Street for the sunshine of 
his Indio, California ranch or the Col- 
orado mining area where he went to 
school. Whereas the top men of Leh- 
man, U.S. & Foreign, Adams and Tri- 
Continental are all products of Yale, 
Harvard and Princeton, Odlum 
worked his way through law school 
at the University of Colorado. 

The world of investment trust ac- 
tivity centers around the refined 
anonymity of walnut-paneled Lower 
Manhattan boardrooms. But Odlum 
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likes to do business from his Califor- 
nia swimming pool in the full glare of 
publicity. In a business where public 
relations is at best in an embryonic 
stage, Odlum is a notable exception. 
His recent long-range, coast-to-coast 
haggling with Maverick Millionaire 
Howard Hughes over the corporate 
shell of RKO Pictures was front-page 
news even in such unrestrained pub- 
lications as “Variety,” the “bible of 
show business.” 
On The Move 

But it was not until Hughes and 
Odlum finally shook hands on the deal 
that Wall Street saw what shrewd 
Floyd Odlum had been driving at: 
after years of deliberately shrinking 
Atlas by buying its own stock at a 
discount (and thereby sweetening the 
equity of the remaining outstanding 
shares), the company was headed for 


ATLAS’ ODLUM 
He picked up the pieces. 


its biggest expansion since the Thir- 
ties. Hughes agreed to go along on a 
deal to merge RKO, with its $18 mil- 
lion in cash and $30 million tax-loss 
carry-forward, into Atlas Corp. Od- 
lum also proposed to throw into the 
grab bag four other Atlas oil and 
uranium ventures: Wasatch Corp., Al- 
buquerque Associated Oil, San Diego 
Corp. and Air Fleets, Inc. If Atlas 
stockholders approve, Odlum will soon 
be president of a $110-million uran- 
ium mining, oil company and manu- 
facturing company with a fat port- 
folio of conventional investments on 
the side. One can doubt the ultimate 
wisdom of Odlum’s decision; the proof 
of the pudding will be in the eating. 
But there is no doubting the finesse 
displayed in Odlum’s maneuvering to 
bring it about. 

Thus at year’s end, Wall Streeters 
with long memories were not at all 
sure that the Mr. Special Situations 
had lost his Midas touch. They were 


wont to recall how, just 20 years ago, 
Odlum began building up Atlas’ as- 
sets from $5 to $20 a share in the face 
of the roughest depression in Amer- 
ican history. 

Odlum has succeeded by leaping in 
where others feared to tread. At a 
time when the investment companies 
were virtual Wall Street pariahs, Od- 
lum began gathering them the 
Atlas fold at bargain prices. He picked 
up the pieces of 22 such companies, 
including all that was left of the bat- 
tered Goldman Sachs Trading Corp 
In the same spirit he bought into Con- 
vair in 1949, at a time when Avco’s 
Victor Emanuel wanted badly 
and more strait-laced Wall Streeters 
considered the ailing aircraft company 
a hopeless financial booby trap 

These days, Odlum is leaping again 
and if he can turn the trick this time 
with uranium, he will have once more 
out-guessed the Street. A tip-off that 
Odlum is still as confident as ever: th« 
recent boost in Atlas’ quarterly div- 
idend from 50c to 60c 

Enter, Leverage 

For all Atlas’ fireworks, there was 
no question that in the historic 1950- 
55 bull market, the most impressive 
showings were made by two compan- 
ies that lacked both Atlas’ spectacular 
way with a deal and Lehman's record 
of stability. Tri-Continental Corp 
whose asset value rose 160% during 
the period, and U.S. & Foreign Securi- 
ties, with a 177% increase (including 
capital gains distributions), were of 
course powerfully aided by what Wall 
Street calls “leverage”, the invest- 
ment trust equivalent of buying on 
margin. 

Besides their stockholders’ money, 
both Tri-Continental and U.S. & For- 
eign have had additional dollars to 
play with. Tri-Continental currently 
has outstanding $18.1 million in bonds 
plus $40.5 million worth of 5.4% pre- 
ferred stock. Until early 1955 U.S. & 
Foreign has had senior securities out- 
standing to the extent of $10 million 
worth of its own preferred stock, plus 
$10 million worth of a subsidiary’s 
preferred. 

At times the “leverage” has been 
tremendous. In 1932, U.S. & Foreign’s 
common stock was $1.53 a share under 
water, thanks to the prior claim on 
its shrunken assets by preferred stock- 
holders. But when the recovery set 
in, leverage worked the other way. 
During 1945, the Dow-Jones Indus- 
trials rose slightly more than 25%. But 
U.S. & Foreign common was “lever- 
aged” into a 118% rise in asset value 
In 1941, each share of Tri-Continen- 
tal common had a claim on just 7c 
worth of assets. Three years later, 
common stockholders’ share of the as- 
sets was worth 104 times as much al- 


though the DJI had risen only 40%. 
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out 





But in the past five years, as assets 
have grown, leverage has ceased to be 
as important as it was when the com- 
panies were in effect buying on 10% 
or even no margin at all. Actually 
U.S. & Foreign’s excellent showing 
has been due to more than leverage. 
On September 30 last, investments 
which cost U.S. & Foreign just $37.4 
million had a market value of $133.2 
million. The company had taken big 
positions when prices were low in 
stocks like du Pont, GM, Reynolds 
Metals, Amerada, Jersey Standard. 

Lawyer Charles Coolidge Parlin, 
who became U.S. & Foreign’s presi- 
dent when C. Douglas Dillon resigned 
in 1953 to become Ambassador to 
France, simply held on to them. Un- 
like most other investment compa- 
nies, U.S. & Foreign normally has made 
few changes.in its portfolio. In 1954 
Parlin sold just $2.8 million worth of 
stocks from his portfolio, purchased a 
mere $200,000 worth, giving US. & 
Foreign a “turnover ratio” of an in- 
finitesimal 1% of assets. By way of 
contrast, Tri-Continental turnover 
ratio was 18%, Lehman Corp’s 12%. 
“UFO's idea,” remarks one rival, “is 
something like that of the du Pont 
family about its General Motors and 
du Pont holdings: if you are in on a 
good thing, why ever sell it?” 

Calling The Turn? 

During the early months of 1955, 
however, Parlin and his staff kept 
their brokers busy selling stock for 
U.S. & Foreign and its subsidiary 
Among the partially jettisoned securi- 
ties: large blocks of Humble Oil, 
Standard of Jersey, Superior Oil, 
Sears, Roebuck, Dow Chemical, Olin 
Mathieson. The reason: U.S. & For- 
eign’s directors wanted cash to pay off 
their own and their subsidiary’s pre- 
ferred stock, merge the company with 
its big U.S. & International Securities 
subsidiary. This they did at mid-year. 
For the first time in its 31 years UFO 
was no longer leveraged. But even 
this was not the full measure of UFO's 
growing caution. The company took 


IVID 


profits on another big block of stocks 
in October and November when the 
market was rallying from the shock 
of the President’s heart attack, in 
December handed stockholders a fat 
capital gains dividend of $11.7 million. 

Quite obviously U.S. & Foreign’s 
directors had decided that the time 
had come to demonstrate a little cau- 
tion, get out with some of their big 
profits while the getting was good. At 
year’s end more than one Wall Street- 
er was ready to draw some rather 
far-reaching conclusions from USS. 
& Foreign’s little-noticed capital 
changes. “The last time they sold 
stocks from their portfolios to retire 
their senior issues on a big scale,” 
recalls one investment company spe- 
cialist, “was in 1945-1946. They called 
that market top almost on the nose.” 

Wall Streeters who.interpreted U.S. 
& Foreign’s preferred stock redemp- 
tion as a battening down of the 
hatches against an approaching storm 
could also draw a similar conclusion 
from Tri-Continental’s 1955 portfolio 
shifts. “We have not,” said one Tri- 
Continental executive, “retired our 
senior securities. But we have neu- 
tralized them.” As 1955 drew toward 
a close it was apparent that President 
Francis Fitz Randolph was moving 
his portfolio toward drier ground. On 
September 30 “Tri” held $56.2 million 
worth of cash, bonds and high-grade 
preferred stocks, an amount of “cash 
equivalent” that almost matched his 
$58.6 million of senior securities. 

Thus, for the first time in many 
years, Tri-Continental common was 
not operating on “margin.” Still an- 
other $37.1 million of “Tri’s” $234.4 
million assets were cautiously tucked 
away in stable, conservative public 
utility stocks. In the third quarter 
Randolph put in sell orders on a 
number of such blue chips as GM, 
du Pont, Union Carbide, GE, Southern 
Pacific, Columbia Broadcasting, Good- 
rich, U.S., Bethlehem and Republic 
steels. His only major purchases: 
public utility shares. 


(excluding strictly capital gains payments) 
5-year average 1953-54 
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U.S. & FOREIGN’S PARLIN 
A time for profit-taking. 


Collectors’ Item 

But for all its currently conservative 
policy, Tri-Continental remains the 
last American. example of the oldtime 
leveraged investment trusts. It has, 
in fact, become a collector’s item, a 
survivor from an earlier day before the 
current mania set in for a simple type 
of corporate setup that every Aunt 
Jane can understand. Through its 
complex capital structure, investors 
have their choice of four different 
ways to put their chips on a list of 
more than 200 assorted securities: Tri 
bonds; Tri $2.70 preferred stock; Tri 
common stock, which furnishes the 
bulk of the equity; and, finally, the 
warrants, those investment company 
jumping beans which, without having 
any right to dividends, share market 
gair.s of the Tri Portfolio. 

So long as Tri-Continental common 
sold tor less than 17%, the warrant- 
owner's privilege to buy 1.27 common 
shares at $17.76 was only worth as 
much as investors were willing to pay 
for the somewhat ephemeral hope of 
sharing in some future profits. In 1941, 
when that hope seemed almost wildly 
ridiculous, Tri warrants sold for as 
little as 3c each. But when the 1955 
bull market was at its height, their 
intrinsic redemption worth, inflated 
by hopes for further Tri gains, sky- 
rocketed the warrants to an all-time 
high of 14%. 

The warrants, being nothing if not 
nervous, were harder hit last Fall 
than most shares by the shock that 
followed the President’s heart attack, 
plunged all the way down to 9 on the 
American Stock Exchange. The result 
was something that the Tri-Conti- 
nental’s directors had not counted on: 
sharp-eyed traders began buying the 
warrants on dips, turned them in for 
common stock in fast-profit arbitrage 
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deals. By the end of November, move 
than 140,000 “Tri” warrants had been 
turned in for common stock. 

Atlas Corp. was also being deluged 
by thousands of its own warrants, 
with the common stock now selling 22 
points above the option price. Thus, 
as the year ended, veteran traders 
were faced with a disheartening—if 
still distant—prospect. If the trend 
were to continue, the American Stock 
Exchange would lose much of the 
floating supply of Tri and Atlas war- 
rants, two of its fastest-moving trad- 
ing securities. 

When these warrants are gone, 
there are not likely to be rrore. For 
in recent years the trend has been 
away from the complexities of war- 
rants and leverage. For example, 
Adams Express, the 101-year-old 
express company turned investment 
trust, today leads a quiet and un- 
eventful life. But as recently as 1948 
Adams still had bonds and bank loans 
outstanding ahead of its common 
stock. Unlike U.S. & Foreign and Tri- 
Continental, Adams Express paid off 
the last of its bonds when they fell 
due in 1948, the year investment com- 
pany veteran George Evans Clark, 50, 
became president. 

This was not a notably shrewd ex- 
ample of timing. Clark could probably 
have found good uses for the money 
in buying up blue chips at depressed 
levels. While U.S. & Foreign Securi- 
ties and Tri-Continental, convenient- 
ly leveraged, rose 177% and 161% 
respectively from 1950 through 1954, 
staid unleveraged Adams’ asset valu2 
rose only 91%. 

Last year, however, Adams Express 
took a few prizes. Thanks to fat 
paper profits in such blue chip hold- 
ings as Bethlehem Steel, Reynolds 
Metals, Aluminium, Ltd., and Stand- 


PENNROAD’S GAYLORD 


He inherited an army. 
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HIGH LEVERAGE AT WORK. 





A comparison of year-end 
prices for the Dow-Jones 
Industrial average and 
Tri-Continental warrants 
demonstrates how a highly 
leveraged warrant can 
moke the ups and downs of 
the DJI look like ripples. 
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ard of New Jersey, its asset value rose 
12.8% in nine months. At that rate, 
Adams was still lagging a bit behind 
the Dow-Jones Industrials’ 15% rise. 
But in a year in which most invest- 
ment companies did not excel, Wall 
Streeters regarded it as a creditable 
performance. 
Fat Dividends 

No matter who came up with the 
best profit record, there was no ques- 
tion that Pennroad Corp., a relative 
newcomer to the field of investment 
companies was paying out the best 
dividends. To his army of 60,000-odd 
stockholders (inherited from the days 
when Pennroad was a holding com- 
pany for the Pennsylvania Railroad), 
Bradley Gaylord toward year’s end 
mailed $7.5 million in dividends to 
bring payments to $2 a share. 

It was a fat dividend for a stock 
with asset value at mid-year of just 
$19.98 a share, but, needless to say, 
it didn’t all come from investment in- 
come. Gaylord was getting under the 
wire with the last tax-free dividend 
Pennroad stockholders are entitled to 
as a result of losses taken in the 
company’s railroad days. It was a 
gesture income-tax-harassed stock- 
holders could appreciate. But it would 
have to hold them for a couple of 
years. “It is not anticipated,’ Gay- 
lord wrote them, “that any further 
distributions in cash will be made be- 
fore the early part of 1957.” 

Along with its big tax loss carry 
forward, Pennroad still holds a cou- 
ple of other assets from its railroad 
days. Of Pennroad’s $93.7 million total 
assets at mid-year, $12 million was 
invested in the Canton Co., owner of 
profitable, ore-unloading facilities in 
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Warrants | 400 handle the situation. Early in Decem- 
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Baltimore’s harbor. 

Nor has Pennroad ever quite shed 
its interest in the railroad business. 
Last year it joined with State Street 
Investing Corp., that Boston Brahmin 
of investing companies, and Bear, 
Stearns & Co., to buy control of the 
ailing Missouri-Kansas-Texas Rail- 
way. Altogether Gaylord laid out $3.1 
million for 200,000 shares of Katy 
common. On the face of things, the 
Katy shares did not look like a very 
good buy. The common stock is 
buried under a staggering $100 million 
worth of accumulated back dividends 
on the 7% preferred. But Gaylord and 
his partners thought they could 


ber they came up with a plan to pay 
the back dividends with non-interest 


300 bearing certificates, convert the pre- 


ferred shares into bonds. It was an 
ingenious plan and—if it succeeded— 
one that was calculated to make Katy 
common worth a great deal more than 
the $15 a share Pennroad paid for it. 

But the big Canton holding, the 
Katy deal and a $12.8-million block of 
Houston Oil notwithstanding, Penn- 
road is not primarily a special situa- 
tions plunger like Floyd Odlum’s At- 
las Corp. It is actually more of a 
diversified investment company. At 
mid-year, more than 60% of Penn- 
road’s dollars was invested in a long 
list of utility, oil, chemical, steel, 
manufacturing, rail and mining stocks. 

Here To Stay 

Investors, critically watching the 
performances of Pennroad and other 
closed-end companies last year, had 
to admit one thing: from Odlum’s At- 
las to Parlin’s U.S. & Foreign Securi- 
ties, they offered investors a wide 
choice of policies, portfolios and po- 
tentialities. 

But it was also true that, without 
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Ephemeral hopes became hard cash, 
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Plant Site with a Big Future... 


¢ 


an area where 
MORE PEOPLE buy MORE PRODUCTS 


than anywhere else! 


located to serve 


Plants producing for consumer or industry 
find their greatest concentration of demand 
in B&O’s Land of Big Opportunity. RIVER 
sites SEABOARD sites—available for your 
plant—an acre or a thousand! Let us 
show you on the ground, or at your desk 
with modern airviews and with 3-dimen- 
sional color. Ask our man ! 


B&O Plant Site men are located at: 

Baltimore 1 Phone: LExington 9-0400 
New York 4 Phone: Digby 4-1600 Cincinnati 2 Phone: DUnbor 1-2900 
Pittsburgh 22 Phone: COurt 1-6220 Chicago 7 Phone: WAbash 2-2211 


Baltimore & Ohio Railroad 
Constantly doing things —better! 


| count would not be 40%, 


benefit of leverage, none of the six big 


| closed-end companies has been able 


to outpace the Dow-Jones Industrials 


| since 1950. Investment company man- 
agers have some convincing, if not 


quite hole-proof, answers to this ar- 
gument. “Don’t forget,” says one, 
“that you can’t buy the averages. Our 
stockholders, it is true, did not do 
quite as well as the DJI in the past 
five years. But then neither were they 
stuck in stocks that did not go up 
And over the very long run, they 
have done better than the averages.” 
As for the discounts, investment 
company men like to point out that 
this is a knife that cuts both ways 
“When you buy Tri-Continental com- 
mon at the present discount,” said 
one, “for every $1 you invest you are 
getting a dividend return on the $1.75 
worth of stock behind your shares.” 


JOHN J. RASKOB 


Every man a millionaire? 


At the drop of the pencil, Tri-Con- 
tinental executives like to indulge in 
another little bit of arithmetic. They 


| point out that if all the outstanding 


warrants were exercised, the Tri dis- 
but only 
10%. By the same token, if all the 


| Atlas warrants were exercised, Atlas 


would be selling at a premium 
Last month, a famed Wall Streeter 


| summed up the general financial dis- 


trict attitude toward closed-end com- 


| panies. “Don’t forget,” said he, sur- 
| veying the towers of the financial dis- 
| trict from his office high above the 
| narrow streets of Lower Manhattan, 
| “that the closed-end trusts still in 


existence have survived a war, the 


| worst depression in our history and 


just about everything else the econ- 
omists could throw at them. The 
closed-end trust will never again set 


| Wall Street on fire, but it’s certainly 
| here to stay.” 
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These Business Tools Stress Motion-Economy 


Remington Rand continues in the forefront of the trend to 
motion-economy in American business. This is reflected in the 
design and development of these 4 products, each of which have 
motion-economy features built in. One of them, all of them, 
may save money for you! Write Room 1110, 

315 Fourth Avenue, New York 10. 








robot-kardex*... 
saves up to 30% on posting 
time ...up to 59% on space 
...a@ touch of the finger 

and any one of 4000 sets of 
visible records comes to 
posting position! 

Ask for KD505. 

















convé-filer*... 


saves 30% or rnore on 
clerical cost for users of 
large, active card records... 
any one of 200,000 cards 
positioned electrically! 

Ask for LBV160. 














roto-kard*... 


most advanced drum 

housing. ..saves space, speeds 
reference, reduces work load... 
up to 6,000 record cards in 

less than 3.6 square feet... 
electric or manual operation! 
Ask for KD770. 











kard-veyer*... a 
electrically powered... (ew 
16,000 to 80,000 vertically- 
filed cards (including 
punched cards). ..saves 
finding, posting, and filing 
time —and space! 

Ask for LBV706. 














Remington. Frarud. 


DIVISION OF SPERRY RAND CORPORATION 


* TRADEMARK 
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“TERRIERS” 


-ready for action! 


U.S.S. Boston, the Navy's 
first guided-missile ship 
with its “Terriers” ready 
for action, as it was com- 
missioned at the Philadel- 
phia Navy Yard. 


PlH | LCO CORPORATION 


NE OF THE MOST potent defense 
O weapons now in use by our Navy 
is a supersonic, rocket-propelled, 
guided-missile called the ‘‘Terrier’’. 
Well named, the job of this electroni- 
cally - controlled ‘“‘watchdog” is to 
track down an enemy and put him out 


of action before he can strike. 


Working in close cooperation with 
the Armed Services on this guided- 
missile, Philco research, engineering 
and production have made important 
contributions to its development. This 
has been particularly true in connec- 
tion with the proximity fuse, the 
mechanism which extends the effective 
target range and enables the ‘Terrier’ 
to demolish an aircraft the moment it 
gets in the vicinity of the marauder. 


From the first sketch to the final, 
super-accurate mechanism, Philco pio- 
neered and compieted this assignment 
in cooperation with the Navy. Philco’s 
world famous scientific knowledge and 
skill is a continuing factor in the de- 
velopment of tomorrow's defense for 
your protection . . . tomorrow’s quality 
products for better peacetime living 
throughout the world. 
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VARIETY CHAINS 


Wuen Franklin Winfield Woolworth 
opened the first successful 5 and 10¢ 
store at Lancaster, Pa. in 1879, he saw 
clearly two basic facts: that the or- 
dinary people of the U.S. had become 
sufficiently well-heeled to be worth 
cultivating as customers; and that 
there was a fortune to be made by the 
man who could sell them manufac- 
tured goods at a low price and with- 
out unnecessary frills. 

Young Woolworth found the for- 
mula with his red-fronted variety 
stores. With them, he created some 
of America’s greatest fortunes for 
himself and his associates and made 
his name a household word in Eng- 
lish-speaking countries. 

Having done all this, Woolworth 
can be excused for not foreseeing that 
U.S. prosperity would continue swell- 
ing beyond all belief, that the buy- 
ing habits of a nation would change, 
and that brand new channels would 
be created to move goods from the 
assembly line to the consumer. As the 
economy expanded, Americans be- 
came preoccupied with more ambi- 
tious possessions that Woolworth 
could not sell, such as automobiles, 
washing machines and power lawn 
mowers. 

Thus gradually, and almost im- 
perceptibly at first, the 5 and 10¢ 
store lost its franchise as exclusive 
mass distributor to the American 
family. By last year the loss of posi- 
tion was complete. Though 1955’s 
prosperity was the greatest in history, 
the variety chains remained on the 
outside looking in. Woolworth, which 


gue, 


WOOLWORT. 


-——— BOX SCORE——— 


Here’s how FORBES’ editors rate the 
management capabilities of six varie- 
ty store chains (100% = perfec- 
tion): 

F. W. Woolworth ($470.7)* 

S. S. Kresge (217.1) 

W. T. Grant (119.2) 

S. H. Kress (116.6) 

J. J. Newberry (88.8) 

G. C. Murphy (88.1) 


* in parentheses, total assets in millions as of 
latest report 











in the twenties had been the sales 
equal of Sears Roebuck, sold hardly 
a quarter as much merchandise as 
Sears last year. 

Sales Trend 

Yet considering sales alone, 1955 
was not a bad year for the variety 
chains. By the end of November, the 
six chains in Forses’ Survey had 
boosted their sales an average 5.6% 
over 1954. Some chains did even 
better. W. T. Grant & Co.’s sales were 
up 10.1% to $283.9 million. 

But sales records can be scant com- 
fort sometimes. At the mid-year 
mark, Grant’s sales were up $14.4 
million to $141.9 million, but the jin- 
gling of the cash register sounded a bit 
off key. Profits rose a barely per- 
ceptible $9,000. “Most of the sales 
increase,” explained Grant's presi- 
dent Edward Staley, “came from new 
and enlarged stores.” Stockholders 
quickly understood that the costs 
of opening the new stores had mostly 
swallowed up the increased operat- 
ing profits. 

Elsewhere the story was the same. 
Woolworth reported six months’ sales 
up 6% to $327.5 million; but higher 
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H 1955 


depreciation charges and interest on 
money borrowed for expansion ate 
up most of the extra operating profit 
Woolworth’s higher profits, up to $1.21 
per share from $1.14, came almost 
entirely from sharply higher divi- 
dends of its thriving German 
British subsidiaries. 

Variety chain earnings, quite 
obviously, were not keeping up with 
capital expenditures last year. The 
expansion pace was hot and heavy 
and expensive. Kresge put 25 new 
stores into operation during the year, 
Grant 50. Even slow-moving old S. H. 
Kress & Co. opened two new stores, 
modernized 20. 

But why were the five-and-dime 
stores spending tens of millions for 
expansion when it was quite obvious 
their kind of merchandising 
losing ground? The answer was 
simple. They had to. It was their 
only escape from a painful squeeze 
on the business they already have. 

Suburbia has drained millions of 
people from areas where five-and- 
dime stores had stood for decades. 
In their new homes, the ex-city 
dwellers have been wooed by branch 
department stores, king-sized “drug” 
stores and supermarkets—all of which 
duplicate at least part of the mer- 
chandise traditionally offered by the 
five-and-dimes. The supermarkets 
are among the strongest competitors. 
Like the variety stores they, too, are 
accustomed to operating on narrow 
price markups. Their racks, display- 
ing cheap toys, books, cosmetics and 
even pots and pans, catch the house- 
wife’s eye when she already has her 
purse open to pay for groceries 

To make matters worse the cost of 
hiring sales girls and other help has 
risen sharply. In 1950 it cost J. J. 


and 


was 


Who could foresee how much prosperity would expand? 
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PROFIT SQUEEZE* 


With costs rising regularly, dime stote chains are making 
2.0 fewer pennies profit on every dollar of sales. 
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Newberry & Co. 18.3c in wages to sell 
$1 worth of goods. Just four years 
later the labor cost was close to 20c 
and the difference was taking a pain- 
ful .bite out. of profit margins (see 
chart). Paradoxically, prosperity has 
taken its toll. Million of Americans 
have graduated to more pretentious 
stores and more ambitious lines of 
goods. 
Bucking The Trend 

In the face of this situation, not all 
variety chain managements have re- 
acted in the same manner. A few 
have actually bucked the trend. 
Operating in McKeesport, Pa. and 
towns within a radius of 500 miles, 
James Stephen Mack, 51, has proved 
with his 300 G. C. Murphy & Co. 
stores that there is life in the old 
five-and-dime chains yet. 

While his bigger competitors were 
growing slowly, and expensively, 
Mack expanded his chain in one fell, 
thrifty swoop when, in 1948, he bought 
the 71 Morris Stores. Even without 
the merger, Murphy had been grow- 
ing faster than competitors. By the 
merger—and .at»the cost of no more 
than a 10%, dilution of common stock 
equity—Mack aceomplished what his 
bigger competitors had not been able 
to do with expensive building opera- 
tions: he raised sales 41% in just 5 
years. During the same years Wool- 
worth, closing almost as many stores 
as it opened, has been able to push 
sales up just 20%; S. H. Kress, creak- 
ingly, added an uninspiring 4% to 
gross sales. 

Although he sells mostly in small 
towns and cities, Mack also has 
managed to keep his sales-per-store 
up with the best of the big city 
operators. Last year only Grant, and 
possibly Kress, were able to match 
G. C. Murphy’s $650,000-a-store an- 
nual average. In the roughly com- 
petitive variety store business, this is 
not just another statistic. The amount 
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of dollar sales that can be wrung 
from a single store is an important 
determinant of profits. Mack has 
pushed—and kept—his figure high 
partly by offering higher-priced mer- 
chandise, sometimes even fur coats, 
to his small town and small city 
customers. 
Landlord Or Tenant? 

Even more impressive to Wall 
Streeters, Mack has achieved this 
enviable growth record on a relative- 
ly small amount of capital. His secret 
was simple: he avoided tying up the 
company’s money in real estate, con- 
served capital for inventory and for 
store improvements. For every $1 
worth of its fixed assets, G. C. Mur- 
phy Company rings up $6 in sales 
Kress, with more than $40 million tied 
up in brick and mortar, has been able 
to sell only $2.70 worth of goods for 
every dollar in fixed assets. 

In a literal sense, this is a mixed 
blessing; inevitably part of the po- 


MURPHY’S MACK 


Operating Profit Margins 


tential profit goes to a landlord. But 
the proof of the pudding is in the eat- 
ing. In the past five years, G. C. 
Murphy has averaged a 13.7% return 
on its stockholders’ equity; brick- 
and-mortar-rich Kress earned only 
10.5%. 

All this had led to some caustic 
comment in Wall Street. “I wonder,” 
said one broker, “whether stock- 
holders might not be better off if 
Kress liquidated its real estate and 
passed the proceeds on to the stock- 
holders?” 

Be that as it may, Kress President 
Charles G. Trammell apparently has 
been unimpressed with all the bus- 
tling expansion that has kept competi- 
tors busy in recent years. Sitting in 
his company’s plush, ornate offices on 
Manhattan’s Fifth Avenue, Trammell 
has pursued a basic policy of squeez- 
ing as much profit as possible out of 
each sales dollar, rather than seek- 
ing to build profits through expand- 
ing volume. 

Without a trace of embarrassment, 
Trammel told stockholders that sales 
were actually down slightly—boom 
or no boom—during the first half of 
1955. But stockholders were used to 
such news. Kress profits in 1954 were 
the lowest since the war. That they 
have not gone lower yet, Wall Street- 
ers believe, is due to the fact that 
the company makes a solid profit on 
its real estate, acquired 
at lower cost. 

Upgraded Merchandise 

For the ills that currently beset 
the variety chains, W. T. Grant’s 
President Edward Staley has had 
some cures of his own. Staley has up- 
graded many of his Grant units into 
junior department stores, with a large 
and flourishing business in low-priced 


years ago 


VARIETY STORE AT RUSH HOUR 


Fur coats in a ten cent store? 
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wearing apparel. Since such relatively 
high-priced items mean more sales 
per store, Staley’s 538 branches last 
year out-sold Kresge’s 700. With total 
assets roughly equal to Kress’, Grant 
sold more than twice as much 
merchandise. 

In pushing Grant into higher-priced 
lines, Staley, a onetime top Mont- 
gomery Ward executive, well knows 
that the upgrading involves his stores 
in price markdowns and other head- 
aches connected with “fashion” mer- 
chandise. Partly as a result, Grant’s 
profit margins, 7.8% in the latest 12 
months, have tended to run markedly 
below Kresge’s 8.5% or Kress’ 11.6%. 

But Staley knew what he was 
doing. Grant, along with G. C. 
Murphy, has been one of the few 
variety chains that has not hit low 
ground in net profits since the late 
Forties. Moreover, Grant’s sales, up 
21.5% in five years, have given the 
company a sales growth record second 
only to G. C. Murphy’s 26.5%. 


ROLLOVER 





F. W. Woolworth also has added 
higher-priced lines such as small ap- 
pliances, small furniture items and 
the like. But under President James 
Thomas Leftwich, Woolworth has put 
forward a totally different panacea. 
Leftwich has led in bringing self- 
service tactics intc the variety store 
field. Kresge, Kress and Newberry 
have also converted many stores to 
self-service. But Leftwich, with 400 
of his 2900 stores on a pay-as-you- 
leave basis, has paced the field. 

Leftwich, however, realizes that 
self-service is perhaps an effective 
nostrum but not a cure-all. Many 
Woolworth stores have too narrow 
fronts for batteries of check-out 
counters. Moreover, self-service rais- 
es certain problems of its own. Far 
from abolishing the sales clerk, it 
requires a staff to keep the counters 


filled, to run the check-out booths’. 


and to guard against pilferage, that 
bogy of all self-service operations. 


ForBES, JANUARY 1, 1956 























e38868 8888 








PAYOUT vs. 


PLOWBACK 
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Pu al Wa 7 

chad ad dak tk BR bak tl he i dt lh 
How profitably is management putting stockholders’ 
investment to work? Colored bar shows net as % of 
investors’ equity per 








How fast is management making stockholders’ equity 

grow? Bar shows average % increase (solid color) or 

decrease (shaded color) over latest reported 5-year 
period 








portion reinvested earnings. Basis: latest reported 
S-yeer period. 
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Newberry | None 











GRANT’S STALEY 


Customers on the cuff. 


Considering these problems, Grant’s 
Staley decided against switching his 
stores to self-service. “Grant does 
not,” said he tersely after 11 years 
experiment with 13 _ self-service 
stores, “plan to expand substantially 
stores of this type.” 

Instead Grant has been acting more 
and more like a department store 
chain. In recent years it has offered 
customers credit, now has pay-later 
facilities in nearly 250 of its 531 
stores. So have Newberry § and 
Kresge. Says one five-and-dime ex- 
ecutive: “The idea of credit in variety 
stores would make some of the old- 
timers spin in their graves. But we 
have to do it, if we want to compete.” 

Does Woolworth Tell Macy’s? 

To stay in competition, the variety 
stores have had to change more than 
their attitude toward credit. The old- 
fashioned unpretentious red-fronted 
dime store seems to be going the way 
of the cigar store Indian. Woolworth’s 
vast glass-and-chrome-fronted 34th 
Street store in the heart of Manhat- 
tan’s retail district is one of the more 
impressive examples of modern five- 
and-ten cent store design. 

In spending millions for such 
modern gimmicks as escalators and 
roomier counter space, Leftwich has 
not been simply indulging a desire 
for prestige. Woolworth’s big 34th 
Street store must compete with such 
great retailing names as Macy’s and 
Gimbel’s, could not hope to do so in 
dingy, run-down surroundings. This 
is only a single example. Grant’s new 
46,000-square-foot Minneapolis store 
cost a cool $1.5 million. Kress is 
spending over $6 million on its big 
32-store remodeling job. 

Whether all this belated but am- 
bitious spending will pay off in an 
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era when variety chain profit mar- 
gins are shrinking is a moot question. 
But one thing is sure: expansion and 
remodeling have been playing hob 
with variety chain working capital. 
Kresge’s working capital, for example, 
dwindled from $75.7 million to $54.3 
million in just six years. 

To meet the drain on resources, 
both Kresge and Woolworth have 
had to go to the banks for money. 
Early last year Kresge made ar- 
rangements for a $20 million loan. 
The purpose, President Franklin P. 
Williams frankly told stockholders, 
was “to assist us in carrying on the 
new store and modernization pro- 
gram.” Stockholders were also asked 
to do their bit. Late in 1954, the 
long-standing 50c quarterly dividend 
was shaved to 40c to help provide the 





Dime Store Pattern 


None of the six leading variety 
chains was able to keep pace with 
the postwar (1945-1955) growth of 
U.S. retail sales. 


(1945 sales=100%) 
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funds for the expansion program, 
which exceeded depreciation accrual 
during the year by almost $15 mil- 
lion. 

On Wall Street no one seriously 
doubts the ability of the steady, solid- 
ly-financed variety chains to carry 
this relatively modest debt load. But, 
as Kresge’s example shows, it does 
raise some question as to whether 
managements can continue to pay 
dividends with their customary open- 
handed generosity. 

Payout or Plowback? 

In an era when the business em- 
phasis has been on growth, it is prob- 
ably no accident that rapid growth 
and liberal dividend pay-out only 


rarely come in the same package. 
Woolworth and Kresge are cases in 
point. Kresge, with the lowest rate 
of equity growth in the field, has 
been one of the more liberal divi- 
dend-payers, mailing to stockholders 
almost three quarters of all earnings 
during the years 1950-54. Murphy 
and Grant, on the other hand, have 
tended cautiously to plow back into 
the business half, or close to half, of 
all profits. 

The fact that Kresge had to cut its 
dividends, that both Kresge and 
Woolworth borrowed money to pay 
for expansion and modernization, has 
raised still another very big question: 
are variety store profits, meagre as 
they have become, even thinner than 
they look? “If the dime store chains,” 
says one alert Wall Streeter, “have 
to dig into their reserves and go to 
the banks for modernization money 
to catch up with the times, it stands 
to reason that they were not spend- 
ing as much money as they should 
have in earlier years. Since they have 
to run faster just to stay in the same 
place, it looks as though some of their 
profits have not really been profits 
at all. In other words, some dividends 
came, not from earnings, but from 
the accumulated fat years of safe and 
easy living.” 

Another Wall Streeter, less dis- 
couraged with the variety chain 
prospects, nevertheless thinks that 
there is a moral for investors in the 
industry’s fall from financial grace. 
“Variety store stocks,” says he, “were 
once the bluest of blue chips. But they 
stood still, and time passed them by. 
This should be a warning to investors 
never to assume that there is such a 
thing as putting stocks away and 
forgetting about them.” 


KRESGE’S WILLIAMS (R.) 
Does generosity pay off? 
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The Most Liberal Credit 
Policy in the History 
of American Business! 





Now you can send telegrams wherever you are 
and have the charges billed to you later 


H™ is important news for every 
man and woman in the country! 

Under Western Union’s new credit policy—the 
most liberal of any ever extended to the public by 
any American corporation—you can now charge tele- 
grams wherever you are, at home or away, any time 
of the day or night. 

With this new “wire-now-pay-later’”’ plan it is 
easier and more convenient than ever to use West- 
ern Union’s fast, efficient service. 

You need no cash at the time you send a telegram. 
Just visit or call Western Union, give us your mes- 
sage, and say “Charge it’. If you call from home, 
we'll add the charges to your phone bill. If you’re 
away from home—at the office, on a trip, at a 
friend’s house—we’ll bill you at either your home 
or business address. 

There are no forms or applications to fill out, no 
waiting necessary. We'll gladly extend credit to 
you on your word alone. 


Send telegrams from any phone 


Now, Western Union is really as near as the near- 
est telephone, wherever you happen to be. 

In your business communications, and for per- 
sonal messages of all kinds, whenever you want to get 
in touch with someone in a hurry, it’s the easiest 
thing in the world to take advantage of the speed 
and economy of telegrams. Since you can charge 
telegrams simply by calling Western Union, every 
telephone is, in effect, a telegraph “‘office.” 





Why this new “Charge It’’ service? 


Why is Western Union instituting this new and 
unusual policy? Why has the nation’s telegraph 
company decided to extend universal credit? 

First, because this is a policy which fits into West- 
ern Union’s modern, high-speed telegraph service. 
It is a part of a program of expansion and improve- 
ment .. . a program that includes the application of 
new electronic equipment to telegraph service. 


Second, we have tested the policy and have found 
it to be eminently successful... both from the 
public’s point of view and our own. 


Third, and most important, we want to make it 
as easy as possible for you to benefit from the speed, 
efficiency, and economy of telegrams. We feel that, 
with Western Union as close to you as the nearest 
telephone, there are many additional occasions when 
you will use telegrams. 


It’s wise to wire 


Send a telegram whenever you want fast, accurate, 
efficient, and economical communication. To set up 
appointments, quote prices, get facts in writing 
fast, collect delinquent accounts, pave the way for 
salesmen . . . do it by wire. To send holiday and con- 
gratulatory messages, flash birthday greetings, ar- 
range travel accommodations, keep in touch with 
home or office while you’re away .. . do it by wire. 


Remember— wherever you are, just phone or visit 
Western Union and say “Charge it”. 


WESTERN UNION 
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TURN UP THE HEAT... 


more gas is on the way 


1,7 BILLION cubic feet of natural gas! 


That’s what Tennessee Gas pipes daily to Eastern homes 

and industries. And still they call for more. 

To meet that steadily increasing demand, we recently completed 
a thousand mile loop linking the New York City 

area to our expanding 9000 mile system. 


Huge underground storage fields close to consuming markets 
further assure dependable supply during peak winter demand. 

In the gas-producing Southwest a reserve of 12 trillion cubic feet! 
And new reserves added each year. 


More heat, America? Turn it up. Tennessee Gas can deliver. 


TENNESSEE GAS 


TRANSMISSION COMPANY 


AMERICA'S LEADING TRANSPCRTER OF NATURAL GAS 


Industry joins the homeowner in the swing to 
natural gos. More ond more processes that 
require precise, easily controlled heat find the 
answer in this superior fuel. 


HOUSTON, TEXAS 
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KENNECOTT’S BINGHAM CANYON, THE WORLD’S LARGEST OPEN PIT MINE 


a aa 
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From here on out, the sky was the limit. 


COPPER & BRASS 


In the annals of the great mid-century 
bull market, 1955 will go down as the 
year when investors revised sharply 
upwards their opinion of the copper 
industry. After a relatively sluggish 
bull market start, Anaconda came to 
life and rose 54 points from its 1954 
low. Kennecott rose 65 points, Phelps- 
Dodge 34 points. 

From the very start, 1955 had 
looked burnish bright for the copper 
industry. In January the price of 
copper took its long-expected step up 
from 30c a pound to 33c; two months 
later it was up to 36c. Followers of 
the durable, easily-worked metal 
knew from experience that a mere 
penny or two increase in the price of 
the raw metal can multiply many 
times the earnings of companies en- 
gaged in mining it. 

Even before the year was half over, 
Kennecott, which ranks No. 1 in the 
industry and No. 16 among all U.S. 
corporations in net profits, dredged 
up a solid clue as to just what effect 
the increased price would have on 
1955 profits. During the first months 
of the year, reported Kennecott’s 64- 
year-old President Charles R. Cox, 
the company sold 11% more copper 
than it had in 1954—but on the 11% 
gain in sales, profits were running 
55% higher as the result of better 
prices. 

The biggest surprise, however, was 
delivered by Anaconda, which sells 
more copper than anyone else in the 
industry but normally makes less 
money on each dollar of sales than 
either Kennecott or Phelps Dodge. 
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Wor the nine months ended Sept. 30, 
reported Anaconda’s new chairman 
Roy H. Glover, 65, earnings were up a 
sensational 155% over the same period 
of 1954. 

Even by the extraordinary stand- 
ards of the 1955 boom, this was a 
great showing for a company of Ana- 
conda’s size and importance. To under- 
stand what made it possible, it is nec- 
essary to take a long look at what 
happened to the romantic, turbulent 
copper industry during the year. 

Sky’s the Limit 

March’s price of 36c a pound was 
not the top. Anaconda raised its quo- 
tation to 40c in August, just a few 
days later put it up to 43c. Other 
producers such as Kennecott, Phelps 
Dodge and Cerro de Pasco quickly fol- 
lowed suit to peg copper at the high- 
est price it has commanded in the 
U.S. in nearly a century. 

Throughout the year the soaring 
demand for copper goods which began 
late in 1954 continued to gain momen- 
tum. This was especially true in the 
auto, electrical and building indus- 
tries. An estimated 8 million cars 
rolled off the assembly line, every one 
of them containing an average of 24 
pounds of copper. Every new kilo- 
watt of electricity generated and dis- 
tributed to feed the endless hunger of 
the U.S. economy took an average of 
115 pounds of copper. The average 
$20,000 house was piped and wired 
with $400 worth of copper. 

High as the copper stocks went in 
1955, their price-earnings ratios did 
not stretch as near the snapping point 
as did some others listed on the Big 
Board. In a year when many a 
security was selling at 15 times 
earnings, and some at 25 times, in- 
vestors were valuing copper earnings 


rather skeptically. For $1 worth of 
earnings they were paying anywhere 
from $7 in the case of Phelps Dodge 
to $11 for American Metal. 

There was an obvious 
this seeming anomaly. In the very 
midst of this bright copper prosperity 
at least one distinct sign of tarnish 
was visible at year’s end. High copper 
prices—the very cause for the indus- 
try’s good showing—were driving 
some of copper’s oldest and most im- 
portant customers away in search of 
cheaper substitutes, mainly alumi- 
num, nickel and lead. By year-end 
it was all too clear that copper’s sky- 
rocketing profits were too much for 
the industry’s own long-range good 


reason Io! 


Switch to Aluminum 

For while copper went up 13c a 
pound in 1955, aluminum went up 
only 2c, widening aluminum’s already 
considerable price advantage to 18c 
In all, since 1946, the price of copper 
had gone up 258%, aluminum only 
63%. A typical annoyed reaction to 
this state of affairs that of a 
Westinghouse Electric executive, a big 
buyer of copper. “A dollar,” said he 
“will go farther in aluminum these 
days than it will in copper, so we're 
studying means of switching over.” 

Westinghouse was by no means the 
only company studying means of sub- 
stituting other metals for expensive 
copper. “Just about every utility firm 
in the country,” said another copper: 
customer, General Cable Corpora- 
tion’s President James R. MacDonald, 
“is concentrating all engineering on 
the use of aluminum in 
copper.” 

Nor was the electrical 
copper’s biggest customer—the only 
industry displeased with the price of 
copper. The auto industry, which 
uses about 10% of all U.S. copper, last 
year accelerated its tendency to put 
more and more aluminum, and 
less copper into new car designs. 
General Motors and Ford, for exam- 
ple, were trying out aluminum radi- 
ators. 
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Losing customers to aluminum was 


BOX SCORE—__, 


Here is how FORBES’ editors rate the 

management capabilities of seven 

copper & brass companies (100% 

perfection): 

Anaconda ($870.3)* 90 
Kennecott (730.9) .. 90 
Phelps Dodge (360.2) 80 
American Metal Co. Ltd. (157.5 80 
Scovill Manufacturing (86.7) 85 
Revere (83.8)... 90 
Bridgeport Brass (61.4) 85 


*in parentheses, total assets in millions as of 
latest report. 














nothing new to the copper industry— 
but in 1955 their pace of retreat was 
noticeably quicker. Already aluminum 
had largely replaced copper for use 
in high tension wires; last year Tampa 
Electric decided to switch to alumi- 
num for medium-voltage wires as 
well. Giant General Electric, already 
making bulb and lamp bases out of 
aluminum instead of copper, last year 
stepped up plans to apply aluminum 
to its many other products. General 
Motors’ Frigidaire Division, a growing 
aluminum customer since 1953, was 
planning to use more aluminum than 
ever in its refrigerators, stoves, dry- 
ers, freezers and washers. 
Lost: No. 1 Customer 

The most serious blow to copper 
came in September. Copper’s biggest 
single client, Western Electric, which 
up to now has used a staggering 
100,000 tons of copper a year to plate 
and wire components for Bell Tele- 
phone, announced that it had decided 
to take “definite” steps to replace 
copper with aluminum wherever feas- 
ible. The day the news broke, Ana- 
conda’s stock dropped 2% points. 
Phelps Dodge’s 2%, Kennecott’s 2%. 
“Copper producers,” warned Ameri- 
can Metal Vice President Jean Vuille- 
quez, “are well aware that they can- 
not continue to encourage substitute 
materials by [selling copper at] high 
prices.” There were plenty of other 
signs that some copper men would 
willingly have traded some of their 
swollen 1955 profits to keep prices 
down. But it was not that easy. The 
villain of the piece, as they saw it, 
was that merciless old autocrat, the 
Law of Supply and Demand. 

Fabricators in Western Europe were 
setting up a clamor of their own for 
raw copper. On the London Metal 
Exchange prices went up before they 
did in the U.S. and went higher—to 
50c a pound. Explained Cerro de 
Pasco President Robert Koenig: 
“Western Europe is transferring the 
American standard of living to itself 

. even in little towns in Belgium 
and France there are pop-up toasters 
and many other gadgets. If they keep 
this up, the demand for non-ferrous 
metals will be almost beyond compre- 
hension.” 

Normally the U.S. imports between 
20% and 30% of its copper. But in 
Chile, the main source of ore supply, 
the Europeans were bidding against 
the U.S., thereby shrinking the supply 
available for shipment north. The 
government of Chile objected to send- 
ing copper to the U.S. when Europe 
would pay much fancier prices for it. 
Anaconda, as the main producer in 
Chile, led U.S. producers in gradually 
closing the gap between US. fixed 
prices and London Metal Exchange 
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Tons of Produciion (in Thousands) 





ot OU tstripped.. 


Only in recent years has 
aluminum become a serious 
contender for copper’s 
markets. Yet in the 10 years 
since World War Il, U.S. 
production of the white 
metal (black line) has over- 
taken copper (colored 
line) and left it far 
behind. 
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auction prices. Other producers, al- 
though sometimes taken by surprise 
as Anaconda raised its price tags, 
quickly followed suit. “You can’t 
quarantine the [U.S.] price,” said one, 
“and try to keep it at a low level while 
prices abroad are much higher.” 

At this crucial point a series of 
strikes cut production sharply. Ne- 
gro-White conflict closed the rich 


¢ per ib. 

| ] | | { 2 

| One reason for aluminum’s gains | 
has been the widening price gap 


between it and copper. 
| (Average prices shown). 
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Rhodesian mines. Chilean miners 
struck Anaconda’s properties. Phelps 
Dodge and Kennecott U.S. mines were 
closed by a 43-day summer strike. 

U.S. copper users had to choose be- 
tween paying higher prices or facing 
even worse shortages of the impor- 
tant metal. “Kennecott has always 
felt copper prices were too high,” ob- 
served the Kennecott Copper Corp., in 
effect washing its hands of the whole 
matter, “but we couldn’t do anything 
about it.” 

First Prize 

In denying responsibility for the 
price of copper, U.S. producers auto- 
matically disclaimed credit for the 
biggest single reason why their profits 
went up so sharply in 1955. They 
were enjoying record sales and near- 
record profits almost in spite of them- 
selves. Weighing all this, Forses does 
not consider a cheerful profit report 
the main measure of copper manage- 
meat for 1955. More important was 
how company brass took advantage 
of the situation to improve their basic 
standing and how carefully they 
hedged against an uncertain future. 

Thus top honors in the management 
department last year went to Ana- 
conda’s retiring chairman, crusty Cor- 
nelius F. (“Con”) Kelley, and his 
successor, Roy Glover. During the 
year they (1) took a long step toward 
cleaning up the Chilean mess that has 
so long dragged profits down, (2) got 
a foot firmly in the door of the lively 
aluminum market in time to cash in 
on the 1955 boom, and (3) continued 
to spread out deftly into uranium, 
manganese, zinc, lead, and other met- 
als. To mark its growing diversifica- 
tion, the company dropped “Copper” 
from its corporate name, became sim- 
ply The Anaconda Company. “The 
present name of the company,” said 
“Con” Kelley on the eve of his retire- 
ment, “is no longer appropriate—it is, 
in fact, a misnomer.” 

By opening a 60,000 ton, $65-mil- 
lion raw aluminum plant in Columbia 
Falls, Montana, Anaconda became the 
U.S.’s fourth aluminum producer. The 
plant, opened in August, was in full 
production in December, in time to 
assure Anaconda’s fabricating divi- 
sions a steady supply of ingots this 
year and to make its first contribution 
to the company’s consolidated earn- 
ings sheet. 

Chile Cools Down 

But the best news for Anaconda’s 
117,614 stockholders came from Chile. 
Anaconda has been mining about 70% 
of its ore in the Latin American 
country, hence has been more exposed 
to Chile’s chronic inflation and polit- 
ical opportunism than are Kennecott, 
which digs only 30% of its ore there, 
and Phelps Dodge, which sticks to the 
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U.S. for 98% of its copper. 

Foreign management in Chile must 
fasten its labor costs to the tail of the 
country’s inflation kite, which when 
last seen was still ascending at the 
rate of 6% a month. Moreover, until 
last May the Chilean government— 
understandably, but somewhat over- 
zealously, anxious to protect its major 
natural resource against Yanqui ex- 
ploitation—taxed away 60% of all the 
profits Anaconda and Kennecott man- 
aged to eke out, sold them pesos for 
as little as 10% of their value on the 
inflated open market, and virtually 
confiscated all sales proceeds over 
2444c a pound. 

In May, however, acting on the ad- 
vice of outside economic talent it had 
imported to analyze its unstable econ- 
omy, the Chilean legislature enacted 
a law which cut the income tax 10 
points to 50%, increased the peso ex- 
change rate and gave U.S. copper 
companies—for the time being, at least 
—almost complete power to market 
the ore they mine in Chile. 

As a result, Anaconda’s nine-month 
earnings report shows what the com- 
pany can do if left to its own devices. 
But Anaconda’s Roy Glover, however 
pleased by the easing of his Chilean 
burdens, has not simply been sitting 
back idly waiting for relief from that 
quarter. Since 1946 he and “Con” 
Kelley have gradually increased Ana- 
conda’s Montana copper production 
by 33%, thereby lessening the hazards 
of depending on Chile. At the same 
time Anaconda has stepped up its 
fabrication of finished copper and led 
the industry in a parade into alumi- 
num. “Our company,” said “Con” 
Kelley, “is in a position to recommend 
to its customers the best product for 
any particular application.” 

Shy? 

In some matters, however, Ana- 
conda continued to drag its feet. 
Hardly more public relations con- 
scious than the Ceylonese python for 
which it is named, Anaconda habit- 
ually carries a haughty blue chip on 
its shoulder, regards statements to the 
press as just so much snake oil. For the 
moment at least, stockholders were 
hardly likely to worry about press re- 
leases. Accustomed to getting a gen- 
erous 70% of profits as dividends, they 
were licking their chops over prospect 
of a pleasant year-end extra to sup- 
plement their regular $3 dividend diet. 

Moreover, they were well aware 
that Anaconda’s growth progress has 
been better than it appears on the 
surface. For one thing, Anaconda has 
stashed away the world’s richest ore 
reserves, which, while not a balance 
sheet item, are regarded by some 
shrewd investors as more valuable 
than cash in the bank. There has also 
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PAYOUT vs. 


PLOWBACK 


PROFITS vs. 


PLOWBACK 


investment to work? Colored bar shows net as % of 

investors’ equity per share, averaged for latest five 

years. Shaded bear shows indicated rate for latest 12 
morths. 
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How fast is management making stockholders’ equity 

grow? Bar shows average % increase (solid color) or 

decrease (shaded color) over latest reported 5-year 
period. 
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How liberally is management sharing profits with its 

stockholders? How much of eurnings is being retained 

in the business? Solid portion shows dividends, shaded 

portion reinvested earnings. Basis: latest reported 
5-year period. 














Anaconda | None 











been another little noticed build-up 
of values. In addition to some $55 
million worth of earnings plowed 
back into the business in the past five 
years, a solid $73 million from depre- 
ciation reserves has gone into con- 
struction expenditures or working 
capital. 

Until last year all this careful build- 
up had not shown up in earnings. But 
with the Chilean problems at least 
ameliorated, Wall Streeters think 
Anaconda will be able to earn a more 
impressive return on invested capital 
from here on in. 

Good Investment 

Unlike relatively secretive Ana- 
conda, Kennecott Copper Corp. issues 
nine-month sales figures, and the fig- 
ures last year clearly showed what 
higher prices and better conditions in 
Chile can do for a copper company. 
Kennecott had added a nice 8c on 
each dollar of sales to its profit mar- 
gins, already far and away the best 
in the business. 

Kennecott did not follow Anaconda 
directly into aluminum production. 
In fact Kennecott does not even fab- 
ricate the light, white metal. But, in- 
directly, Kennecott President Charles 
Cox put Kennecott into aluminum 
two years ago. Starting in 1953, Cox 
began buying into fast-growing Kais- 
er Aluminum & Chemical, No. 3 in- 
dustry producer, today holds 13.2% of 
Kaiser’s 14,605,532 shares. Aside from 
getting a stake in the field, Kennecott 
stockholders earned a healthy paper 
profit. The Kaiser shares cost Kenne- 
cott $18 million, were recently worth 
$68 million. 

Like Anaconda, Kennecott does 
its fabricating through subsidiaries 
(Chase Brass and Kennecott Wire), 
sells the balance to independent fa- 


BURNISHED EARNINGS 


Cashing in on last year's record 
high demand for copper and near- 
record high prices, most firms en- 
gaged in mining and fabricating 
the metol sans 4 in highly-polished 
nine-month earnings reports. 





Anaconda Co. $49.0 + 155.2% 
American 
Co. itd. 
Scovill Manu- 
facturing 
Phelps Dodge 
Kennecott 


Revere Copper 
& Brass 


Bridgeport Brass 





$10.9 + 94.6 


$4.1 
$46.7 
$81.9 


+ 64.0 
+ 58.3 
+ 41.4 


$8.1 + 80 
$3.5 —- 79 


bricators. Kennecott has been under 
less pressure to spread out than has 
Anaconda. As the lowest-cost copper 
producer, Kennecott traditionally 
takes home the fattest profit margins 
in the industry (21.8% before income 
tax in 1954). Its vast Utah properties 
are the easiest and cheapest to mine 
of any in the US. 

Nonetheless Kennecott’s Cox has 
done some relaxed diversifying of his 
own. As of last year nearly one quart- 
er of his $435-million plant account 
was invested in the production of non- 
copper metals. Samples: iron and ti- 
tanium in Quebec; gold and uranium 
in South Africa; columbium in Can- 
ada and Nigeria. 

Jilted Siren 

So far Phelps Dodge’s 74-year-old 
Chairman Louis S. Cates has not 
heard the siren song of aluminum at 
all. Instead he has invested some $24.3 


ANACONDA “SCALPING LINE” FABRICATION 
But the scalping in copper brought a cleanup in aluminum. 


million (a 16% ownership) in Amer- 
ican Smelting’s vast Topequala proj- 
ect in Peru. But this big investment 
does not necessarily signal a change 
in Phelps Dodge’s traditional nervous- 
ness about risking its capital on for- 
eign holdings. For Peru’s political and 
economic conditions, in the metaphor 
of Cerro de Pasco’s Robert Koenig,* 
make it “a verdant oasis in the midst 
of a political and economic desert.” 
Thus the Topequala project offers 
Yankee investors a firmer promise of 
profitable operating conditions than 
Chile has been able to offer 

Meanwhile, staking his faith almost 
exclusively on copper, with lesse: 
forays into silver and gold, Cates has 
built up Phelps Dodge’s fabricating 
divisions to the point where they now 
convert half of the company’s own 
mined copper into finished forms. But 
Cates has other reasons of his own fo1 
sticking to copper. With 98% of his 
ore mined by open-pit methods at 
U.S. mines, Cates has enjoyed re- 
markably stable profit margins, sec- 
ond only to those of Kennecott. With 
its relatively snug mining position at 
its fabulous Morenci pit in Arizona 
and other spots within the U.S., Phelps 
Dodge can hardly be blamed for not 
rushing into aluminum. But whethe: 
this policy of sticking to copper will 
be wise in the long run remains to be 
seen. 

The Fabricators 

When the nine-month figures were 
all in, they told an entrancing story 
for stockholders of the Big Three cop- 
per producers. In every case they had 
made more profit in the first three 
quarters of 1955 than in all of 1954 
The independent fabricators, depend- 


*Who also has a 16% stake in the Topequala 
development 
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BRASS MELTING, c.1888 
Last year, the squeeze was on. 
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They've done it again! 


These photos make it pretty clear that our 
finger-on-the-future stylists—originators of 
the hardtop, the panoramic windshield and, 
most recently, the 4-door hardtop — have 
advanced automotive design many a fashion 
furlong further in our 1956 General Motors 
ears. 


And our engineers have also topped their 
former triumphs—as you'll discover when 
you visit your General Motors dealer to look 
these beauties over. They have come 
through for you with even more powerful, 
more economical high-compression engines, 
even smoother, more efficient automatic 
transmissions — plus a wealth of improve- 
ments in Safety Power Steering, Power 
Brakes and all the other GM-engineered 
contributions to car performance, safety and 
comfort — including air conditioning. 


CHEVROLET + PONTIAC ¢ OLDSMOBILE 1956 Oldsmobile Ninety-Eight DeLuxe Holiday Sedan 
BUICK « CADILLAC 


All with Body by Fisher « GMC TRUCK & COACH 


GENERAL 
MOTORS 
leads the way 


1956 Cadillac Sedan de Ville 
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Cyanamid Means... 
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Metais _ Better — Paper 
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ES These are just a few of many better "aaa EN 
products available to you through Cyanamid 
research and the application of its chemicals ——SYANAMID — 
to improve quality and lower costs. 











AMERICAN CYANAMID COMPANY 
30 ROCKEFELLER PLAZA, NEW YORK 20,N.Y¥ 











BUILDING FOR THE FUTURE THROUGH CHEMISTRY 





ent on mining companies for their 
raw metal, could hardly be expected 
to do so well. They had to pay more 
for their metal, faced the hobbling 
effects of sporadic copper shortages. 
In the third quarter, for example, 
there just was not enough copper to 
permit them to cash in fully on the 
demand for their fabricated copper 
products. 

Normally fabricators keep a two- 
to-three-month supply of raw copper 
on hand. During the worst of the 
1955 shortage, just to keep in busi- 
ness, they bought some copper from 
independent smelters for an even 
higher price than the 43c charged by 
the mining companies. To make things 
worse Anaconda, Phelps Dodge and 
Kennecott, through subsidiaries, turn 
out about 65% of all the copper fabri- 
cated in the U.S. Under certain con- 
ditions it was more profitable for them 
to fabricate the metal themselves 
than to sell it to independents, even 
at 43c a pound. 

Among the fabricators—the “inde- 
pendents” who buy copper ingots from 
the basic producers and turn them 
into shapes and forms, wire and pipes 
—Waterbury, Connecticut’s famed, 
old Scovill Manufacturing Co. came 
up with best earnings improvement 
(see table). That sprightly centenari- 
an rewarded its 16,785 stockholders at 
year’s end with a 50c extra dividend, 
bringing payments for the year to 
$2.50. This surprised no one. With a 
dividend record stretching back in an 
unbroken line to 1855, Scovill always 
has been generous with stockholders. 

In some other ways, however, Sco- 
vill has not been much of a standout. 
Alone among the fabricators, Scovill 
has not shown much long-term earn- 
ings growth. Its 1954 profits of $4.4 
million were only a trice above the 
1929 figure of $4.1 million. 

Eschewing expansion into the fast- 
growing aluminum field, Scovill Pres- 
ident William M. Goss has concen- 
trated on his company’s reputation 
and its profitable manufacture of 15,- 
000 finished products, including such 
specialties as special metal screws, 
rivets and bolts, zippers and fasteners 
and munitions. Goss, almost alone in 
the field, was not bitten by the ex- 
pansion bug. His only move in that 
direction last year was the acquisition 
(for 49,224 shares of treasury stock) 
of Philadelphia’s useful but unexcit- 
ing De Long Hook & Eye Co. 

Coppering Their Bets 

Competitors Revere Copper & Brass 
and Bridgeport Brass were busy lay- 
ing more far-reaching plans. Neither 
firm was staking its future solely on 
copper, no matter how rosy that 
metal’s future might look. Bridgeport 
was producing, among other things, a 
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COPPER MINERS UNDERGROUND 


The where determined the wherewithal. 


line of stainless steel cooking utensils. 
But Bridgeport and Revere, the 
firm founded by Paul Revere in 1801, 
were saving their main diversification 
effort for copper’s biggest competitor. 
With non-copper products already 
bringing in more than a quarter of his 
sales, Revere Chairman James M. 
Kennedy bought Standard Rolling 
Mills, thus adding aluminum foil to a 
consumer product line which already 
features Revere Ware as its best 
known item. Kennedy also doubled 
the capacity of his big Baltimore 





300 | | | | 

In good years, copper mining stocks 
frequently outperform the market in 
general. But the higher coppers rise, 
the harder they foll. in off years —wil- 
ness 1953 and 1954—the seven copper 
stocks cherted here* (colored line) 
dropped faster than the average of 


Standard & Poor's 480 industrials 
(black line) 
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aluminum plant, built a new alumi- 
num unit in Chicago 

Even more significant, Kennedy was 
giving serious thought to going into 
production of primary aluminum in- 
gots to assure a supply for his own 
fabricating plants. Revere’s tentative 
plans call for a $52.8 million, 60,000- 
ton West Coast plant, which could 
boost Revere’s profits by a hefty 25% 

By year’s end rumors were spvead- 
ing to the trade that Revere was 
going to take the big plunge into 
aluminum production despite the fact 
that the Government had rejected its 
application for a fast tax write-off 
Revere executives would only say 
that they were studying the situation 
from all angles, but that did little to 
quiet the rumors. Revere has a repu- 
tation for withholding information on 
a new plant until it is practically in 
production. 

The sole exception to the rising 
nine-month’s profits trend, Bridgeport 
Brass, was suffering from growing 
pains. Sales rose from $78.4 million to 
$105 million. But the company actual- 
ly earned $200,000 less on the ex- 
panded sales. The reason was that 
Bridgeport’s top brass, 65-year-old 
Herman W Steinkraus, has run up 
king-size losses pulling the giant, 
government-owned aluminum plant 
at Adrian Michigan out of the red. 
In doing so, he succeeded where no 
less than four other companies had 
failed. The Adrian plant had been 
known in the trade as a gigantic white 
elephant. Quipped Fabricator Stein- 
kraus: “We know how to handle ele- 
phants.” 

Because of his ambitious expansion 
projects, Steinkraus has been the 
least generous to stockholders of any 
of the seven companies in Forses’ 
copper and brass survey. If this proves 
anything, it is that a high dividend 
payout is not always the best policy. 
Bridgeport was the only one of the 
three fabricators to show higher prof- 
its in 1954 than in 1950. The profits 
that Steinkraus plowed back in the 
past five years have more than paid 
their way (see Plowback Perform- 
ance Yardstick). 

Bridgeport and Revere had thus 
neatly coppered their bets by growing 
in aluminum. Not that the copper 
business gave them any immediate 
cause for worry. In 1955’s boom at- 
mosphere they could sell anything 
they could make. “We could,” la- 
mented Revere’s Kennedy, “have 
broken our records easily if it weren't 
for the fact that we had to shut down 
production in some of our plants in 
the third quarter because of the cop- 
per shortage.” 

Hybrid 
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Ww REALLY not in need of mathematical assistance .. . it’s 
just our way of emphasizing something we would like you 
to know. The American Gas & Electric System will in the next 10 
years grow as much as it has in the past 50. 


This year, our fiftieth anniversary, we will inaugurate our 
greatest expansion program ever. We are planning to invest more 
than $135 million a year for the next ten years. This equals our 
present investment of more than $1.3 billion in facilities after 
50 years. Much of this will go into building new generating 
facilities, and expanding existing ones to bring our 1965 capacity 
to 8,500,000 kilowatts. 


Our expansion program is dictated by the ever-increasing power 
demands of the seven-state area served by the AGE System. This 
area, considered by many as “The Heart of Industrial America,” 
is growing at a tremendous pace and we are growing with it. It’s 
a rich area, endowed with many natural resources, a willing, 
industrious people, and farsighted leadership. The natural con- 
sequence is growth. 


American Gas and Electric is happy to be a helping partner in 
this growth, and we are mindful of our obligation to provide all 
the low-cost electric power that’s wanted. That’s why we are 
planning to equal our first 50 years in the next 10—and we also 
plan on equalling them both with the expansion after that. 


Ohio Power Company 
Kingsport Utilities, Inc. 
Wheeling Electric Company 


Attention: 
industrial plant-site seekers 


For information on available plant sites or factories for sale or lease 
in these seven states: 

Indiana + Michigan + Ohio + West Virginia + Virginia » Kentucky + Tennessee 
contact: Mr. L. L. Davis, Mgr. Area Development Division 


American Gas & Electric Company, 30 Church Street, New York 8 
Telephone: COrtlandt 7-5920 


NO FEE...NO OBLIGATION 





AMERICAN Gas & ELectTrRic SYSTEM 


Appalachian Electric Power Company 
Indiana & Michigan Electric Company 
Kentucky Power Company 
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list, American Metal Co., Ltd., is a 
sort of hybrid: half a now-up, now- 
down smelter of copper and other 
metals and a miner of zinc, lead and 
silver in Mexico; half a highly suc- 
cessful investment trust. In 1954 
dividends from stock holdings ac- 
counted for virtually all of American 
Metal’s $11.1-million net profits. Yet 
this poor showing in the operating 
divisions did not stop American Metal 
from having one of the sharpest mar- 
ket runups among the copper shares. 
From its 1953 low of 18 to its 1955 
high of 68, American Metal rose al- 
most 300%. One reason: investors 
suddenly realized that the stock was 
selling for less than the market value 
per share of its investments alone. 
Last year American Metal’s big 
holdings in such African mining com- 


ATOP BUTTE HILL 
“The richest hill in the world.” 


panies as Rhodesian Selection Trust, 
O’okiep Copper, Tsumeb, Roan Ante- 
lope and others had appreciated more 


| than $65 million to $168 million at 
| mid-year, a huge gain for stocks car- 
| ried on the books at just $31.9 million. 


But this year even the usually lag- 
gard operating divisions had good 
news to report. Rising metal prices 
enabled President Waltez Hochschild 
and sales VP Jean Vuillequez to un- 
load heavy inventories of metals at 
profitable prices. Moreover the world- 
wide copper pinch helped American 
Metals custom smelting operations. 
On six months sales of $285 million, 
profits more than doubled to $1.51 a 
share. The third quarter was even 
better, bringing nine months’ profits 
to $3.18, just a few cents short of the 
profits for all of 1954. Best news of all 
was the fact that most of the improve- 
ment came from the formerly weak 
operating divisions. 


ForBES, JANUARY 1, 1956 





Sylvania’s new St. Marys incandescent lamp plant was “all dressed 
up” to receive visitors at the recent dedication. Nearly 1,000 


persons attended ceremonies. 


Operations in new St. Marys plant were started by 
means of atomic energy. Here Frank J. Healy, a 
Sylvania Director and Vice President-Operations in 


charge of the Lighting Division, brings radiation 
detector near atomic fuel to close electric circuit and 
start lampmaking machines. 





Fastest growing name in sight! 


“The most modern incandescent lamp 
plant in the world’ this description fits the 


new facility which Sylvania has just completed in 
St. Marys, Pa. Containing the latest production and 
materials-handling equipment, this highly mecha- 
nized plant symbolizes Sylvania’s rapid rise in the 
lighting industry. 

This growth results from the determination of 
Sylvania’s entire organization to take advantage 
of expanding opportunities in the electrical indus- 
try. Witness the recent national introduction of 
“Softlight,” a new concept in lighting by Sylvania’s 
Lighting Division. This new incandescent lamp, 
the most important advance in home lighting in 
years, provides a soft, glareless “quality” light. It 


has set a new trend in the lighting industry—a 
reason why Sylvania is described as “The fastest 
growing name in sight.” 

The St. Marys plant is evidence that Sylvania will 
continue its growth, to meet the expanding oppor- 
tunities of tomorrow. Throughout the fields of light- 
ing, television, radio, electronics, atomic energy, 
and advanced research, Sylvania is preparing to 
meet future needs—in the home, in commerce and 
industry, in the armed services. 

- - . 

SyLvaniA Evecrnric Propucts Inc, 
1740 Broapway, New York 19, N. Y. 
In Canada: Sylvania Electric (Canada) Ltd 
University Tower Building, Montreal 


W SYLVANIA 


SYLVANIA ELECTRIC PRODUCTS INC 


LIGHTING * RADIO « ELECTRONICS 


e TELEVISION * ATOMIC ENERGY 
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Reaching for the moon 


Once it meant the impossible... 


today it’s a progress report on scientific research 


WHO DARES call anything impossible today? Not when 
research scientists are constantly seeking and finding 
new wonders to improve the way you live. 


ONLY A DREAM YESTERDAY... reality today. A gen- 
eration ago, Union Carbide scientists began taking oil 
and natural gas apart and putting the pieces together 
again in ways unknown to nature. 

The result? A steady stream of entirely new chemi- 
cals . . . an average of one a month for the past 25 
years. The benefits of these petroleum chemicals are 
everywhere—man-made textile fibers, amazing plastics, 
life-saving wonder drugs, enduring paints and enamels 
. . . the list is endless. 


NOT ONLY CHEMISTRY has felt the touch of Union 
Carbide research. Alloying metals that make possible 


stainless and other fine steels, oxygen from the air for 
medical and industrial use, a variety of carbon prod- 
ucts—all have been developed, made better or more 
abundant through UCC research. 


AND THE MOON? The work of Union Carbide sci- 
entists in new metals such as titanium, in rocket fuels, 
and in the beneficial uses of atomic energy, is helping 
man reach in that direction, too. 

FREE: Learn how ALLoyYs, CARBONS, GASES, CHEMICALS, 
and PLASTICS improve many things that you use. Ask for 
“Products and Processes” booklet. 


Union CARBIDE 


AND CARBON CORPORATION 
30 EAST 42ND STREET UCC) NEW YORK 17, N. Y. 


In.Canada: UNION CARBIDE CANAD&« LIMITED, Toronto 


UCC’s Trade-marked Products include 


SYNTHETIC ORGANIC CHEMICALS 
Dynel Textile Fibers 
LINDE Silicones 


PRESTONE Anti-Freeze 
ELECTROMET Alloys and Metals 
BAKELITE, VINYLITE, and KRENE Plastics 
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EVEREADY Flashlights and Batteries 
HAYNES STELLITE Alloys 
NATIONAL Carbons 


Prest-O-LitE Acetylene 
UNION Carbide LINDE Oxygen 
ACHESON Electrodes PyYROFAX Gas 
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MEAT PACKERS 


Ir anyone doubts that ours is truly a 
profit-and-loss economy—that even in 
these times of unparalleled peacetime 
prosperity, not everyone with a cor- 
porate shingle makes big money—he 
need only listen to the sad lament of 
the $11-billion moat-packing indus- 
try. The big butchers enjoy a unique 
but shaky distinction: their ranks in- 
clude some of the largest industrial 
corporations in the U.S., which year 
after year eke out some of the flimsi- 
est profits. 

In terms of sales, giant Swift & Co. 
is the fifth largest industrial corpora- 
tion, ranking just behind such behe- 
moths as GM, Jersey Standard, U.S. 
Steel and GE. Armour elbows out 
such famed names as E. I. du Pont de 
Nemours and Gulf Oil to stand sev- 
enth in the U.S.’s corporate sales 
queue. Even Wilson & Co., in 37th 
place, outsells United Aircraft, Amer- 
ican Can and Eastman Kodak. 

But profits, not sales, are the ulti- 
mate litmus test of a stockholder’s 
investment. And this is where the 
meat packers have let their investors 
down. No less than 90 smaller cor- 
porations made more profit in 1954 
(the latest year yet reported) than 
giant Swift & Co. Armour showed up 
even worse. On sales of $2,056,149,000 
and total assets of $469,915,000, Armour 
managed to squeeze out a net profit 
of just $1.6 million. In profitability, 
Armour ranked down with American 
Forest Products, which earned the 
same amount of profit on just 3% of 
Armour’s sales and employing just 
7% of Armour’s assets. 

But, as the sales figures show, the 
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meat packers suffer from no lack of 
customers. Americans last year wolfed 
down an average of three pounds of 
meat per week per person. This is a 
12% per capita increase in the past 
five years. Combined with a popula- 
tion increase of 15 million, it has 
boosted U.S. meat production 4.9 bil- 
lion pounds to 26.9 billion pounds 
since 1950. 
lron Curtain 

Squeezed as it is between the house- 
wife’s budget and the rising costs of 
livestock and labor, the industry can 
be forgiven some of its hard luck. The 
once powerful meat packers, the one- 
time target of the vitriolic “muckrak- 
ers”, are suffering from the ravages 
of old age and hardening of the cor- 
porate arteries. 

There is, however, one serious mis- 
demeanor for which investors find 
it hard to forgive the hard-pressed 
meat packers: almost alone in this 
era of improving industry-stockholder 
relations, the butchers operate behind 
a sort of iron curtain that obscures 
from the owners all but the most ele- 
mentary facts of balance sheet life.* 

Meat packers, for example, stub- 
bornly have kept quarterly, and even 
semi-annual, sales and profits to them- 
selves. The American Meat Institute, 
taking note of Wall Street criticism. 
recently ventured a rather embar- 
rassed apology for its members’ finan- 
cial reticence. “Inventory values,” 
said the Institute, “are constantly 
changing . . . quarterly figures would 
be misleading.” 


*The packing companies have become 
masters at the art of saying nothing in 
elaborate terms. Giant Swift & Co., at an 
apparent loss for ways to fill the full 22 
pages of its 1954 annual report, finally de- 
voted a good four pages to lauding the nu- 
tritional value of red meat. There was not 
a word, however, to tell the 64,000 stock- 
holders what proportion of sales came from 
meat and what from Swift's other lines. 


Wall Street, which considers keep- 
ing stockholders in the dark even 
more misleading, has tended to mark 
this closed-mouth custom as one more 
reason to shun meat-packing shares. 

A Ray of Hope 

All this secrecy, however, has not 
obscured one dismal fact: not even in 
the great boom year 1955 did the meat 
industry emerge from the earnings 
doghouse in which it has languished 
these many years. Its top companies 
do, however, have a slightly better 
story to tell in the reports they will 
mail to stockholders early this year 

Forses, after canvassing the indus- 
try and its Financial District follow- 
ers, has come up with enough in- 
formation to predict that the top three 
companies probably added $13 or $14 
million to the $23.8 million combined 
net profit they earned in dismal 1954 
It is still not a very impressive show- 
ing for an industry of that size. “The 
year 1955,” sighed John Morrell Fos- 
ter, chairman of the American Meat 
Institute,* “will only be an improve- 
ment on the worst year in a 
long time.” 
to set 


long, 
It was enough, however, 
dividendless Armour stock- 
holders hoping for token payouts and 
Swift's 
extras. 


dreaming about 
It would also help them for- 
get 1954’s traumatic experience. 

For the meat packers, 1954 had in- 
deed been an unnerving experience. 
Omaha’s Cudahy Packing Co. had 
been particularly battered. “It’s al- 
most as if we had stopped struggling 
for profits,” groaned Cudahy Presi- 
dent Louis F. Long, “and were fight- 
ing for existence.” 

Cudahy, the nation’s No. Four 
butcher, was truly fighting for its life 
Between the end of fiscal 1948 and 
the beginning of fiscal 1955, Cudahy 
dropped $14 million. Its stockholders’ 
equity in the business evaporated 
from $27.23 a share to $9.39 

Like the other big hog butchers, 
Cudahy had been caught in a painful 
squeeze. In April the price of hogs, 
principal raw material for its Puritan 


owners to 


*Also a vice-president of John M« 
Son, the No. Six packer 


me 0X SCORE——— 


Here is how FORBES’ editors rate 
the management capabilities of five 
meat-packing companies (100% 
perfection): 
Swift ($495.3) ..... 85 
Armour (469.9) ..... 80 
Wilson (134.3) .... 75 
Cudahy (59.9) .. 75 
Hormel (54.6) .. 90 


* In parentheses, total assets in mi 
of latest report 
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hams and other products, rose as high 
as $28.75 a hundredweight in Chicago 
from just $16.50 a year earlier. The 
meat packers could not simply pass 
the higher costs on to the housewife. 
“There were,” says Armour & Co. 
President Frederick E. Specht, “plen- 
tiful supplies of beef and poultry, and 
consumers resisted paying prices for 
pork consistent with hog prices.” 
For Cudahy, the situation had be- 
come doubly desperate. Much of its 
slaughtering was done west of Chi- 
cago for shipment to eastern markets. 
It was costing the company 72c more 
per hundredweight to ship eastward 
than it cost Chicago packinghouses, 
while Cudahy saved only 14c per 100 
Ibs. by buying in Omaha. It was a 
squeeze Cudahy could not stand. 
Cudahy’s eastern shipments were be- 
ing penalized 58c a hundredweight in 
a year when industry net profits were 
averaging just lle a hundredweight. 
Cudahy had finally had enough. 
“Your management,” the company 
told stockholders late in 1954, “be- 
lieves there is no justification for con- 
tinuing the operations of any part of 
the business unless satisfactory profits 
can be realized.” President Long and 
Cudahy’s 70-year-old Board Chair- 
man Edward A. Cudahy resolved to 
lop off almost 40% of the company’s 
business because it was a losing propo- 
sition. They shut down their Sioux 
City (Iowa), St. Paul (Minn.), Fresno 
(Calif.), and Albany (Georgia) 
slaughter houses which had been the 
source of most of the 1949-54 red ink. 
As 1955 wore on, the nation’s hog 
supply began to brim over. In Chi- 
cago, prices slumped to $11.85 a hun- 
dred pounds, the lowest price in 14 
years. With sales down from $455 mil- 


lion to fighting trim at $308 million, 
and its chief raw material going at 
bargain prices, Cudahy was able to 
turn a net profit of $2.7 million, its best 
since 1950. Throughout the year, how- 
ever, Long had continued his pruning 
operations. In May he sold Cudahy’s 
once-flourishing Old Dutch Cleanser 
division to California’s Purex Corp., 
Ltd. for $230,000 in cash and about 
$2 million worth of Purex stock. Pu- 
rex promptly announced it would 
transtorm Cudahy’s antiquated distri- 
bution system, try to put the famed 
old brand back in the running in the 
rich U.S. cleanser market. 

Nothing Startling 

“Our 1955 profit,” says Iowa-born 
Porter M. Jarvis, new president of 
$495-million (total assets) Swift & 
Co., “will be better than 1954, but 
nothing startling.” Startling or not, 
most other meat packers would gladly 
trade places with Jarvis. In 1954 Swift 
shaved off a net profit of 80c on every 
$100 in sales, just about double the 
40c average for the industry. For 
1955 Jarvis and Chairman John 
Holmes managed to push the net profit 
up to 95c on every $100 of sales. This 
was hardly an impressive figure as 
industrial profits go, but it was easily 
the best any of the Big Three meat 
packers could do. 

Swift, as envious competitors well 
know, has been the only meat packer 
whose profit margins have not been 
squeezed to the vanishing point. A 
quick look at the balance sheet shows 
that this is no accident. “The effi- 
ciency of our units,’ Chairman John 
Holmes told stockholders early last 
year, “has been steadily increased 
... with construction centered chiefly 
on plant rehabilitation and moderni- 
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PROFITLESS. PROSPERITY 


Meat packers’ sales (bars) have risen since the war. But their 
profits (colored line) have declined. 
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zation.” From 1945 to 1954 Swift built 
its net investment in plant and equip- 
ment from just $96 million to more 
than $208 million. During this period 
Wilson’s plant investment actually 
shrank by $3 million to $41.5 million. 
Armour’s rose, but by a much smaller 
proportion. 

Yet for all its modernization, even 
Swift could not fiourish on a strictly 
meat diet. Swift derives much of its 
profit from more than $700 million a 
year worth of non-meat products. 
Jarvis is a big butter-egg-and-cheese 
man, maker and seller of “Vigoro” 
plant food and Sunbrite cleansers, 
and processor on a large scale of soy- 
bean and cotton seed oils. At times, 
Swift makes more from its fertilizer 
business than from meat packing. 

Jarvis, however, is far from satis- 
fied with a situation where he often 
has to depend on less than one-third 
of his business for the bulk of his 
profit. He has worked long and hard 
to cash in on a trend that the industry 
hopes may solve the problem of its 
profitless prosperity: the growing 
fondness of the U.S. housewife for 
frozen, packaged meat. Swift has 
been quick to sense this trend and 
quick to capitalize on it. Jarvis already 
has 23 packaged food products, in- 
cluding a line of meat pies and “TV 
dinners” acquired early last year. 

Jarvis figures that on family shop- 
ping day, the housewife will be willing 
to pay a bit more for the convenience 
and time-saving advantages of frozen 
meat, thus leaving a few extra pennies 
for meat packers’ profit margins. One 
big retailer grocer has predicted that 
by 1960 half of all the meat on the 
US. dinner table will be of the frozen, 
packaged variety. If this happens, 
Jarvis fully intends to get his share. 

Jarvis, who became president in 
January, in a reshuffle that moved 
Belfast-born, onetime messenger John 
Holmes upstairs to the board chair- 
manship, has inherited a profitable 
tradition. In the past 50 years, Swift 
has missed paying common dividends 
only once (in 1933), has run in the 
red only three times (1921, 1932, 1938). 

Soap Opera 

The same cannot be said for Frede- 
rick E. Specht, 65, president of sec- 
ond-ranking Armour & Co. From his 
office in Chicago’s Union Stockyards, 
Specht runs a farflung butchering, 
fertilizer, dairy, tannery, pharmaceu- 
tical and soap empire with one of the 
most erratic records among all giant 
U.S. companies. In 1953, for example, 
Armour made a net profit of $10.3 
million. The following year the profit 
shrank to $1.6 million, and Specht 
admitted the company’s meat packing 
operations were deeply in the red. 
Only the non-meat side lines saved 
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Armour from disaster. 

Last year, Wall Streeters figure Ar- 
mour made net profits of about $8 mil- 
lion. But behind Armour’s snapback is 
more than a passive profiting from the 
drop in hog prices. Specht has been 
shaking things up. Item: against no- 
holds-barred competition from estab- 
lished soapmakers, Armour has in- 
vaded the soap business with its Dial 
(“Stops Odor Before It Starts”), as of 
mid-year had a solid 8-10% of the 
quarter-billion-dollar toilet soap mar- 
ket. Item: late in 1954, Specht per- 
suaded preferred stockholders to ex- 
change their 500,000 shares of $6 con- 
vertible preferred and its $9.3 million 
dividend claims for $60 million worth 
of 5% income debentures. In one 
swoop, this fiscal reshuffle wiped out 
arrears on the preferred stocks, re- 
moved a threat of serious dilution 
hanging over the common stock and 
insured an annual tax saving of $1.5 
million—equal to more than 35c on 
each of Armour’s 4,065,711 common 
shares. 

Last but not least, Specht spent a 
cool $10 million to tear his huge 
sprawling Chicago plant apart and put 
it together again. Bacon production, 
formerly scattered over 18 separate 
buildings, was brought together in 
one straight-line operation. Six an- 
cient buildings were torn down. “We 
can [now],” said Specht, “carry on the 
same operations in a fraction of the 
space formerly used in the older 
buildings, and at reduced cost.” In all 
Specht laid out $16 million for mod- 
ernization last year. 

Chicago 

While Specht was modernizing his 
historic Chicago plant, Wilson & Co., 
the No. Three U.S. packer, was pre- 
paring to pull out altogether from the 
city once known as “hog butcher to 
the world.” It was a cold-blooded 
decision by Wilson’s new (1953) 
President James D. Cooney. To mod- 
ernize the creaking Chicago facilities 
would have cost $8 million at the very 
least. Jim Cooney’s accountants had 
figured they could accomplish the 
same results by spending just $4 
million in Omaha and two other mid- 
western plants. 

Like other meat packers, Wilson 
last year and in 1954 did not tell its 
stockholders much about what was 
going on. But Wall Streeters are cer- 
tain of one thing: had it not been for 
nearly $500,000 in dividends from 
Wilson’s $21 million British and South 
American subsidiaries, and record 
sales of its big Wilson Athletic Goods 
Manufacturing Co. subsidiary, Wilson 
would have joined Cudahy in 1954’s 
red ink column. In the past five 
years, Wilson’s average operating 
profits, some 1.3c on the dollar, have 
lagged consistently behind Swift’s 
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2.3c and Armour’s 1.8c. Its manage- 
ment has been able to earn less than 
3% on stockholders’ equity, consider- 
ably below Swift’s 5.8% and Armour’s 
45%. Banks not only earn but pay 
more. 

With last year’s profits, however, 
probably the best in five years, 
Cooney told Wilson’s 13,431 common 
stockholders that he would mail them 
early this year a quarterly dividend 
of 124%c plus 3% in stock, their first 
payout since 1952. Though welcome, 
the dividend was small in relation to 
earnings. Wilson still needs a great 
deal of money for modernization. 

There is a moral in Wilson’s base- 
balls and golfballs. Once the meat 
packers boasted that they “processed 
everything but the squeal.” Today that 
boast has become a necessity for sheer 
survival. In 1954 only Swift among 
the Big Four made money on meat. 
But some meat packers, not satisfied 
with selling byproducts to others, 
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BIG SALES 
SMALL PROFITS 


In volume of sales, Armour and Swift 
rank up with such big industrial corpo- 
rations as Jersey Standard, GM, GE and 


U.S. Steel Swift 


U.S. Steel. But when it comes to | 
turning sales into profits, the 
meat packers are definitely 
minor league. 
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have gone in for processing the by- 
products themselves. 

The game has not always been 
worth the candle. Since the butchers 
do not see fit to take stockholders into 
their confidence, it is not easy for 
them to know whether the tiny profits 
are from ham or hormones, soap or 
steak. Aside from Armour’s Dial, how- 
ever, the consensus of Wall Street 
opinion is that profits from side lines 
have only been so-so. This has not 
been from lack of trying. Armour’s 
Specht has been referred to by fellow 
packers as “a thwarted druggist.” 
Thwarted or not, Specht has pushed 
Armour into hormones, enzymes, 
cortisone and liver preparations. 

Swift, eschewing both baseballs 
and pills, has stuck pretty closely to 
food and fertilizer. “Maybe, if we 
could have seen the future,” says re- 
tired Board Chairman Harold Swift, 
“we would have gone into drugs.” 
Stockholders, however, are not com- 


ARMOUR’S SPECHT 


A proud boast had become sheer necessity. 


plaining. As the record shows, Swift 
has not suffered profitwise by sticking 
to its last. 

The industry’s return-on-capital 
honors go to not any of the Big Four 
meat packers, not to the industry’s 
soap, baseball or drug men, but to 
Austin, Minnesota’s $55 million spe- 
cialist in canned meat, George A. 
Hormel & Co. Despite heavy inven- 
tory losses on pork, Hormel came 
through the carnage of 1954 with sub- 
stantial profits and a 6.8% return on 
stockholders’ capital, best of the five 
companies in the Forses Management 
Survey. For 1955, Hormel snapped 
back to produce far and away the best 
showing in the industry. On sales that 
were up only 1.4%, President Horace 
H. (“Tim”) Corey reported a profit of 
$3.8 million—more than double the 
$1.8 million of 1954. The secret: con- 
centration on pre-packaged, adver- 
tised products, which cost less to 
handle, and return higher profits, 
than bulk meat. 

Hormel turns over inventory and 
receivables 12 times a year as com- 
pared with only 10 times for Swift 
and less than 8 for Wilson. On every 
dollar invested in plant, Hormel 
showed $10.50 in sales, Swift $6.20. 

Turning Point? 

Have meat-packing investors 
reached a turning point with 1955’s 
modest profits comeback? Or was it 
merely a convulsive upward squiggle 
in the long decline of a slowly dying 
industry? Wall Streeters, skeptical by 
nature and deprived of yardsticks 
by the iron curtain around the pack- 
ers’ balance sheets, are not yet ready 
to make a final answer 

On one thing, however, they have 
no doubt: that the industry is a sick 
one. Other businesses have taken in 
their stride increases in wage and raw 
materials costs. The packers have not 
been able to do so. 

The simple fact is that the meat 
packers are suffering from a basic 
disease which no mere amount of 
diversification nor modernization 
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alone could cure. The growth of the 
big grocery supermarket chain has 
done for food what Henry Ford did 
for the automobile. Supermarkets 
have given the American consumer 
the lowest cost distribution system in 
the world. But to the meat packers 
they brought nothing but trouble. 

For the fact is that the big food 
chains are not interested in the pack- 
ers’ problems. What they want is 
meat at the lowest possible cost. If 
the big butchers won't sell at their 
price, the mass production grocers are 
perfectly willing to buy from smaller 
packing plants or to age and cut meat 
themselves. Cudahy already has 
closed many of its branches. Nor can 
the meat packers strike back by sell- 
ing direct to the consumer. A “cease 
and desist” order from the Justice 
Department binds the Big Four against 
going into any retail business. 

To make matters worse, “selling 
everything but the squeal” is no 
longer as profitable as it once was. 
Due to the development of synthetics 
and chemicals, much of the profit has 
gone out of the packers’ traditional 
byproducts, e.g., leather, glue, curled 
hair, fertilizer, soap, ammonia. 

Even the drastic slump in livestock 
prices has not put much fat on the 
packers’ profit margins. Higher proc- 
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essing costs have eaten up most of the 
difference. Meat costs did drop from 
79.2c on the sales dollar in 1949 to 
just 75.9c in 1954. But meanwhile 
wages, transport, and supply costs 
rose from 20.1c to 23.7c. When all the 
figures are added up, the packers’ 
average profit margin had slipped 
from 7/10ths of a cent to 4/10ths of a 
cent. 


Nor could stockholders, at year’s 
end, draw much comfort from the 
high asset value of their stocks. Ar- 
mour, it is true, had a book value at 
latest report of $44 per share, as 
compared with a recent market price 
of just 17; Wilson’s asset value was 
$30, against a market price of 15. But 
Armour’s $185-million funded debt 
exceeded net working capital, leaving 
the common stockholder with slaugh- 
ter houses and other brick-and-mor- 
tar assets for his share of the equity. 

Unless these properties can be made 
to earn a good profit, they are not 
likely to be worth even their depreci- 
ated book value, as the packers re- 
cently discovered when they closed 
unwanted plants. Cudahy had to sell 
its big Sioux City, lowa plant for its 
mere salvage value. Wilson has 
warned stockholders that they cannot 
hope to realize anything like the $7.8 
million book value for their unwanted 
Chicago plant. 

What then are the chances for de- 
veloping worthwhile earning power 
from the network of slaughterhouses 
and cold storage plants? As good an an- 
swer as any came recently from one of 
the industry’s top men. “I learned a 
long time ago,” said Armour’s Fred- 
erick Specht, “not to do any projecting 
on results. We are just hoping .. .” 
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GLASS 


Lixe most of his colleagues in the 
glass business, Pittsburgh Plate Glass 
Comptroller Charles Robert Fay was 
not quite prepared for the full frenzy 
of the 1955 boom. “It would have 
taken,” says he, “the psychic powers 
of a modernday Nostradamus to know 
that all factors would come to a head 
simultaneously, and would continue 
for such a long time at such a high 
rate.” 

Not that the glassmakers hadn’t 
tried to expand. Pittsburgh Plate 
Glass was building a huge $34-million 
plate glass plant at Cumberland, Mary- 
land, and had blueprints ready for a 
smaller window glass factory at De- 
catur, Illinois. Libbey-Owens-Ford 
was rushing work on its vast new 
plate glass plant at East Toledo, Ohio. 

But 1955 has been a question of too 
much demand, too soon. Eight million 
autos rolled off the assembly lines, 
and Detroit swamped Pittsburgh Plate 
and Libbey-Owens-Ford with orders 
for bulging 10-square-foot “wrap- 
around” windshields. Furthermore, 
house-building was booming as never 
before, and the average new home 
contained 36° more glass than its 
counterpart of 10 years ago. 

Then, too, the flood of cheaper 
European window glass dried up. A 
year ago it had reached such propor- 
tions that Libbey-Owens-Ford and 
Pittsburgh Plate had cut back pro- 
duction. In 1955 Europe was rolling 
in a boom of its own, kept most of 
its flat glass at home. Even the floods 
and hurricanes which broke thous- 
ands of windows and swept away 
countless homes added to the pres- 
sures of the 1955 glass boom. 


THROUGH THE “DOGHOUSE” 
Infinitely flexible, easily bendable. 
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PLATE GLASS CASTING, CIRCA 1765 


For an old art, an unexpected revival. 


Technology and the Boom 


Working seven days a week, and 
often 24 hours a day, the flat glass 


—— 


Here is how FORBES’ editors rate the 
management capabilities of seven 
glass companies (100% =perfec- 
tion): 
Pittsburgh Plate ($443.1)*.. 
Owens-Illinois (258.2) 
Libbey-Owens-Ford (132.5) .... 
Corning (122.4) 
Owens-Corning Fiberglas (98.5). 
Anchor Hocking (56.6). ... 
Hazel-Atlas (37.1) 


*in parentheses, total assets in millions as of 
latest report. 











industry could not keep up with de- 
mand. Even old, still somewhat run- 
down, American Window Glass 
(Forses, Nov. 15) was showing signs 
of resuming dividends after a lapse of 
13 years. 

Quite obviously it took very little 
talent to make money in flat glass 
for building and automobiles in 1955. 
But the glass business, more a process 
than an industry, had its disturbing 
cross currents. Not everyone was 
doing equally well. They were not, in 
fact, when you boiled it down, all even 
making the same products. 

Corning Glass, for example, be- 
longs, by product and by choice, 
largely to the electrical industry, 
which buys half its output for bulbs, 
tubes and the like. Libbey-Owens- 
Ford, which several decades age tied 
its fortunes to General Motors’ rising 
star, is part and parcel of autodom. 
Owens-Illinois, Anchor Hocking and 
Hazel-Atlas primarily make things for 


other manufacturers to pack their 
products in. As for the industry giant 
—$443-million Pittsburgh Plate Glass 
Co.—it is so spread over the glass, 
paint, cement and chemicals busi- 
nesses that it is hard to peg at all. 

The common thread that ties these 
many products together is simply the 
fact that they all work with the same 
basic material. The very measure of 
their diversity is the almost infinite 
flexibility of glass itself. Far from 
being outmoded by the fabulous new 
synthetics, this older-than-history 
material is today the basis of a highly 
dynamic industry. In fiber form and 
as a building material it is an active 
competitor for such bright wonder 
metals as aluminum and _ stainless 
steel, plus the entire range of synthetic 
fibers. As a container, it is still in de- 
mand despite growing competition 
from other materials. 

Behind the glass industry’s ability 
to more than hold its own stands the 
practical ingenuity of American tech- 
nology, which has changed glass from 
a handcraftsman’s art to an efficient 
mass production process. In tech- 
nology and research, the glassmakers 
take a back seat to no one. Because, 
for example, American glassmakers 
learned to bend glass in a new way, 
Detroit was able to equip its models 
with “panoramic” windshields—a de- 
velopment many automen think 
played a big part in unexpectedly big 
1955 auto sales. 

A Suave Glassmaker 


In this amazing technological revo- 
lution, no company has played a more 
vigorous role than the $122-million 
Corning Glass Works. In size, Corning 
ranks well below Pittsburgh Plate, 
Owens-Illinois and Libbey-Owens- 


105 





4 


CORNING’S HOUGHTON & FRIEND 
Prosperity is made... . 


Ford, in that order. But size is not 
the only criterion. From Corning’s 
well-nourished research laboratories 
have come such publicized develop- 
ments as heat-resisting Pyrex glass 
and the reflector for the 200-inch 
Palomar telescope, to name just two. 

But Corning’s suave board chair- 
man, 56-year-old Amory Houghton 
has made his greatest effort in the 
electrical equipment field. His re- 
searchers helped create the picture 
tube envelope that made big-screen 
TV practical. Today Corning shares 
with Owens-Illinois’ Kimble division 
a $75-million-a-year market for TV 
picture tube envelopes. Corning came 
up with an almost unbelievable ma- 
chine that fires out glass shapes for 
bulbs and radio tubes at the rate of 
2000 per minute. Among other things, 
Corning made the glass blanks for 
60% of the 3-billion electric light 
bulbs used in the U.S. last year. 

The results of Houghton’s $5- 
million-a-year research drive, how- 
ever, did not show up clearly in last 
year’s figures. Sales for the first 40 
weeks of the year were up just 7% 
over 1954 in a period when rival 
Pittsburgh Plate’s were up 39%. 

Yet figures are sometimes deceiv- 
ing, and they are doubly so in this 
case. Corning’s sales for all of 1955, 
it is true, are not likely to surpass 
1954’s by more than 5% or so. But 
even so they will be more than double 
those of just six years ago. Further- 
more, Corning’s average return on 
stockholders’ equity, close to 25% 
(see yardsticks), is the clearest kind 
of evidence that Amory Houghton 
knows how to put his stockholder’s 
money to good use. 

One of the problems that slowed 
Houghton down last year—and en- 


106 


abled Libbey-Owens-Ford to surpass 
Corning in earning power—was 
Houghton’s entanglement in the color 
TV mess. Houghton was all set to go 
ahead with 15- and 19-inch color TV 
picture tubes. But the public refused 
to buy at the high prices TV makers 
were asking for rainbow hues on rela- 
tively small screens. 

Then a new problem popped up. 
Rivals came up with metal tubes for 
color TV that were cheaper than glass 
ones. Now Houghton’s research staff 
have come up with what they 
hope will be an answer: a truly in- 
genious ‘glass “shadow mask,” perfor- 
ated with 400,000 microscopic holes, so 
spread as to confine the electron 
beams from three different “guns.” 

Shrewd Investing 

“Basic research in giass,” says 
Houghton of his world-famous re- 
search program, “has led to notable 
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. of TV, wrap-arounds and... 


findings which forecast important 
commercial applications.” In Corning’s 
case it certainly has. Automatic proc- 
ess controls, developed in its own 
laboratories, have cut costs, helped 
keep Corning’s profit margins second 
only to Libbey-Owens-Ford’s in the 
glass industry. Corning’s constant 
stream of new ideas for using glass 
has helped keep the company ahead 
of the crowd. More than 75c of every 
current sales dollar comes from prod- 
ucts less than 15 years old. Naturally 
there is more profit in this type prod- 
uct. On 1954 sales of $148 million, 
Houghton rang up a pretax profit of 
$36 million, just $5 million less than 
Owens-Illinois made on more than 
twice as large a sales volume. 

But the biggest pay-off from Cor- 
ning’s research does not show up on 
the conventional balance sheet. Car- 


ried on the books at about $5.6 million 
are Corning’s holdings in three sub- 
sidiaries formed by pooling research, 
know-how and cash with other corpo- 
rations: Dow Corning, jointly owned 
with Dow Chemical, producing sili- 
cones, oils and resins; Pittsburgh- 
Corning, half Corning, half Pittsburgh 
Plate, making structural glass bricks 
and Foamglas insulating materials; 
and last, but by no means least,a 33.4% 
interest in the fabulously successful 
Owens-Corning Fiberglas. By recent 
tally, Houghton’s $2.4 million invest- 
ment in Owens-Corning has a market 
value of $95 million. 
Pittsburgh Giant 

If bigness in business were the 
main criterion of good management, 
Pittsburgh Plate Glass would easily 
stand out in the glass field. Its cor- 
porate assets, in dollar totals, are not 
far short of those of Libbey-Owens- 
Ford, Owens-Illinois and Corning 
rolled together. It is strong in both 
building and autos, two industries that 
have spearheaded post-Korean pros- 
perity. Pittsburgh Plate, moreover, 
has not lacked for capital. Chairman 
Harry Bertram Higgins, 73, has 
poured $318 million into his plants 
since the end of the war. 

Pittsburgh Plate, of course, has 
made a great deal of money—close 
to $50 million in the first nine months 
of 1955 alone. But by the postwai 
standards of an industry where a fat 
20-25% return on stockholders’ equity 
is almost routine, Pittsburgh Plate 
Glass has tended to look a little pale. 
Its profit margins have regularly 
trailed Libbey-Owens-Ford’s. In the 
past five years, its return on stock- 
holders’ equity has fallen 7.5 points 
short of Libbey-Owens-Ford’s 


On Wall Street, however, Pitts- 
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burgh Plate has generally found favor 
due to the relative steadiness of earn- 
ings. Its shares have risen from 28% 
to a recent 81 since the bull market 
started. But Wall Street’s enthusiasm 
is far from unanimous. Some dissent- 
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many directions at once. radi investors’ equity per share, averaged for latest five 
burgh Plate makes close to one-third years. Shaded bar shows indicated rate for latest 12 
of all the flat glass made inthe U.S.,is J months. 


a $100-million-a-year factor in chem- 
icals, a big paint-and-brush manu- 
facturer, and the operator of 41 paint 
stores, 207 wholesale branches, plus 
a cement plant. 

To some extent, this seeming hodge- 
podge makes sense. Pittsburgh Plate 
originally went into paint to round 
out lines for its glass dealers. Then 
it went into chemicals to get its own 
raw materials. 

All this chemical-to-distribution 
integration should make for fat profit 
margins. It has only partly done so. 
Libbey - Owens - Ford, Pittsburgh 
Plate’s closest glass competitor, has 
shaved off an average operating prof- 
it of at least 5c more on every dollar 
of sales. Morever, Pittsburgh Plate 
last year produced roughly $1.56 in 
sales for every $1 invested in gross 
plant: Libbey-Owens-Ford probably 
produced $2.50. 

Upgrading and Twin Grinding 

Some Wall Streeters are inclined to 
blame Pittsburgh Plate’s relatively 
low profit margins and its top-heavy 
plant-to-sales ratio partly on the 
company’s Columbia-Southern Chem- 


ical subsidiary. Most of its chemical PAYOUT VS. 


output is in relatively low-profit, 


high-investment bulk chemicals like , PLOWBAC 
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chlorine, caustic soda and soda ash. 
So far Pittsburgh Plate had made only 
limited progress in upgrading. Just 
about one-fifth of its chemical out- 
put is now in the more profitable in- 
termediate chemicals. 

Some competitors think there may 
be still another reason why Pittsburgh 
Plate’s profits have not yet come up 
to Libbey-Owens-Ford’s level. Lib- 
bey-Owens-Ford has equipped its big 
Rossford, Ohio plate glass plant with PROFITS VS. 


multi-million-dollar Belgian ma- 
chinery for grinding both sides of a 
glass plate simultaneously. This new PLOWBACK 
equipment saves time, floor space and 
high-priced labor. Higgins is instal- 
ling the twin-grinding type machinery 
in the vast new plant he has abuild- 
ing at Cumberland. But until that 
new plant gets underway in 1956 Lib- 
bey-Owens-Ford should continue to 
have a big leg up on Pittsburgh Plate 
in this cost respect. 
Is Diversification Desirable? 

Libbey-Owens-Ford’s President 
George Pope MacNichol, Jr., also was 
furnishing effective refutation of the 
current idea that diversification— 
even of the most slapdash kind—is a 
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panacea for all corporate ills. Libbey- 
Qwens-Ford has continued to devote 
nearly all its capital and efforts to 
making and selling plate and window 
glass. Not only that, but Libbey- 
Owens-Ford is guilty of what current 
doctrine regards as another indis- 
cretion: MacNichol depends on one 
customer for roughly half his busi- 
ness. The good customer: General 
Motors. Ever since L-O-F bought 
General Motors’ glass division plants 
in 1931, it has supplied all of the giant 
automaker’s glass needs. 

The vindication of this policy, if 
vindication is needed, is written large 
on Libbey-Owens-Ford’s _ balance 
sheet: L-O-F has been averaging 
more than 20% earnings on stock- 
holders’ equity, revels in the glass in- 
dustry’s fattest profit margins. Pitts- 
burgh Plate, tied to Chrysler’s fluctu- 
ating fortunes (plus a share of Ford’s 
orders) for its share of the auto glass 
market, has not done as well. 

Battle of the Bottle 

Admittedly, however, it would be 
hard for a big maker of auto and 
building glass not to have made money 
in recent years. The same can not be 
said about the glass jar and bottle 
people. The alert, ingenious com- 
petition from tin, paper and plastic 
containers has given glass container 
companies like Owens-Illinois a real 
run for their money. 

From. the end of World War II, 
through 1953, U.S. factories boosted 
the value of their glass jar and bottle 
shipments by 50%. But metal “tin” 
can makers doubled theirs. Last year 
the metal container makers stamped 
out 38 billion tin cans, about twice as 
many containers as the bottle-and-jar 
makers made. Bottle and jar output 
is still growing at nearly 5% per year, 
but its share of the container market 
shrinks a little more with each pass- 
ing twelve months. 

For Owens-Illinois Chairman John 
P. Levis, these are more than just 
another set of statistics. Containers 
are still the backbone of his business. 
Wall Streeters estimate that Owens- 
Illinois chalked up record sales of 
$380 million or so last year, 70% of 
it from containers. 

Recognizing that glass containers’ 
major competitive drawback is their 
weight and breakability, Levis’ scien- 
tists last year developed a wide- 
mouth jar that not only is well-nigh 
indestructible but, better still, weighs 
less than any other on the market. 
Whether container users will feel 
that the eye appeal of the new light- 
weight jar is enough to offset the still 
slightly lower freight costs of cans, 
nobody yet will venture to predict. 
Levis clearly hopes so. He has his 
researchers now working on a similar 
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Operating profit margins 





Poor Relations 


Not all glass products are equally 
profitabie. Jar-and-bottle makers 
have shown consistently lower profit 
margins (black line) than the flat 
glass manufacturers (broken line) 
or Corning (colored line) with its 
specialty products. 
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bottle for the beer and soft drink 
trade. 

“We expect,” says Levis, still every 
inch a container booster, “a bright 
future for the glass products we make. 
We're preparing for expanded de- 
mand.” Levis’ preparations last year 
took the form of new warehouses, an 
addition to his New Jersey plant, a 
new sand plant at Ione, California, 
new container plants in Oregon and 
Cuba. 

But if Levis and his Toledo crew 
deserve special credit, it is for the 
skillful manner in which they have 
steered Owens-Illinois into greener 
fields. His Kimble Glass division com- 
petes with Corning in TV and other 
electronic tubes, brings in about $1 in 
sales for every $4 brought in by the 


OWENS-ILLINOIS’ LEVIS 
From a fragile field to greener ones. 


container division. Kimble also com- 
petes with Pittsburgh-Corning in glass 
building blocks. Other Owens-Illinois 
divisions make table glass, bottle 
closures and insulating mats. 

Like Corning’s Houghton, Owens- 
[llinois’ Levis has been a shrewd man 
with investments. Matching Corning 
dollar-for-dollar, Owens-Illinois now 
owns 1,050,000 shares of Owens- 
Corning Fiberglas. Owens-Illinois 
stockholders have a paper profit of 
more than $90 million on their $2.3 
million investrnent. Other profitable 
investments: 75,000 shares of Con- 
tainer Corp.; 500,000 Robert Gair; 
holdings in Pennsylvania Glass Sand, 
and Plax Corp., all of which have a 
total estimated market 
more than $133 million. 

Creeping Prosperity 

Owens-Illinois is thus a case history 
of how a company can thrive in an 
industry that is something less than 
dynamic. The example of its smaller 
competitor, Hazel-Atlas Glass Co., 
is a discouraging example of the op- 
posite tendency. While 1955 was de- 
veloping into the best year in Owens- 
Illinois’ history, Hazel-Atlas’ sales 
barometer dropped yet another point 
or two. Despite a record year for glass 
containers (the nation used nearly 1.8 
billion of them), Hazel-Atlas’ 1955 
sales slipped a notch to around $78 
million. “Every year,” said President 
John H. McNash, early in 1955, “pre- 
sents challenges—1954 was not, nor 
will the new year be, an exception.” 
Hazel-Atlas, however, showed little 
corporate dexterity in meeting the 
challenge. At the end of September, 
sales were already running more than 
$1 million behind 1954. 

Some firms would have been dis- 
couraged with a product which only 
crept forward in a galloping economy. 
But not Hazel-Atlas. As it has for 
many a year, the company sold about 
half of its containers to the food- 
packers, shipped the other half to 
drug, cosmetic, toiletry and beverage 
makers. McNash’s only side lines were 
his capping operations and a small 
line of heavy-duty dinnerware. 

With sales slipping and costs climb- 
ing, Hazel-Atlas’ profit margins were 
caught in a vise. In the first nine 
months of 1955, they fell to 8c on the 
sales dollar, from 9.2c in 1954. 

Some Wall Streeters take a sym- 
pathetic view of Hazel-Atlas’ plight 
—though, as its lagging price (21 re- 
cently against a 1946 high of 37%) 
shows, they are reluctant to put their 
chips on it. By this argument, Hazel- 
Atlas is hobbled by the fact that its 
sales are less than one-fourth those 
of Owens-Illinois. Nor is Hazel-Atlas 
helped—so runs the argument—by its 
exclusion from the exclusive and 
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wellnigh incestuous corporate circle 
that gathers Corning, Owens-Illinois, 
Libbey-Owens-Ford and Pittsburgh 
Plate into a series of geneological, 
technological and corporate embraces. 

All these extenuating facts may 
temper the case, but there is no doubt 
either that Hazel-Atlas has com- 
pounded its difficulties by managerial 
timidity, and a failure to exploit tech- 
nological and business trends, rather 
than simply to roll with the punches. 

Little Giant 

As Hazel-Atlas’ fortunes turned 
downward last year, the industry’s 
little giant, Anchor Hocking Glass, 
recovered from its slight 1954 sales 
drop and headed for a record year. 
Anchor-Hocking’s roughly 60% post- 
war sales rise trails Owens-Illinois’ 
roughly 70% increase; but it makes 
Hazel-Atlas’ 30% look pale. “This,” 
says AH’s President, William V. 


whe 


PLATE GLASS RIBBON 
Also crowns & Christmas bulbs. 


Fisher, “was due solely to the con- 
tinued emphasis on producing and 
introducing new and more attractive 
products and creating new markets.” 

Anchor-Hocking owes half its sales 
volume to a well-established position 
as the world’s leading producer of 
table glass. Fisher counts on beer and 
wine bottles, food, drug and cosmetic 
bottles, and jars, for most of the glass- 
container market, rounding off his 
operation with a line of plastic and 
metal bottle caps and capping ma- 
chines. To prove he has no intention 
of settling for stagnation in the con- 
tainer market, Fisher bought the 
Tropical Glass and Box Co. last year 
to bolster AH’s growing Southern 
market. 

Anchor-Hocking’s remarkably sta- 
ble tableware division produces a 
wide range of glassware ranging from 
industrial ware to cut glass, also 
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“THE COUNTREY MOST OVER GROWNE WITH PYNES” 
.. 4S Still rich in resources for your plant 


CAPTAIN JOHN SMITH REPORTED from 
Virginia in 1608 ‘‘the countrey most 
over growne with pynes.”’ That year, the 
Colony exported “pitch, tarre, clapoard 
and waynscot’’...items [== 
still on the modern list. But ib jie 
today Virginia forests have 
reared new industries of 
which Captain John never 
dreamed. 


Attensa 





PLUS FACTORS FOR YOUR PLANT range 
from conservative Southern manpower to 
a mild, no-shut-down climate. You're cen- 
tral to the East Coast, with favorable rail 
rates to Mid-west markets. 
A host of truck lines, plus 
five main-line railroads, 
bring coal, chemicals, soy- 
beans and other materials 
at short-haul cost. 








AMPLE LOW-COST ELECTRICITY 





CHEMICALS, CARTONS, 
RAYON as well as furniture and paper now 
roll from Southside Virginia’s modern 
plants. If you, too, can profit from abun- 
dant, nearby supplies of resin, fiber, pulp, 
lumber . . . you will find many other advan- 
tages in this new industrial area. 


flows from VEPCO’s modern power network. 
yenerating capacity in 1955 was stepped 
up by 300,000 kilowatts, with 300,000 more 
authorized and ready soon. For more facts 

.. and confidential help with your indus- 
trial home hunting, write or telephone 
VEPCO—serving THE TOP OF THE SOUTH, 


VIRGINIA ELECTRIC and POWER COMPANY 


Walter I. Dolbeare; Vice President—Area Development 
Electric Building, Richmond 9, Virginia « Phone: 3-4261 





produces a line of “Fire King” heat- 
resistant ovenware which competes 
with Corning’s Pyrex. 

Fiber Future 

But in a very real sense, the future 
growth of glass does not lie only with 
containers and flat glass. The most 
promising product is the relatively 
new and amazingly versatile glass 
fiber, a material with a wide variety 
of textile, electrical, insulating, and 
packaging applications, and a poten- 
tial that leaves most conventional 
glass-making heads spinning. 

First to realize the commercial pos- 
sibilties of fiber glass nearly a century 
after it was first invented were Corn- 
ing and Owens-Illinois. In 1938 the 
two companies pooled their fiber glass 
research programs to form Owens- 
Corning Fiberglas as a joint venture. 
The new company’s sales record was 
astonishing. From $32.7-million in 


E FIBERGLAS’ BOESCHENSTEIN 
Neck & neck with father. 


1946, sales skyrocketed to a record 
$136.5 million in 1954 (within hooting 
distance of parent Corning’s 1954 sales 
of $147.9 million). By the third quar- 
ter of last year, parent and offspring 
were neck-and-neck with sales of 
$116-million and $117 million respec- 
tively. Owens-Corning got its first 
taste of competition only a few years 
ago when a government decree forced 
the company to license its Fiberglas 
patents on a royalty basis to such 
companies as Libbey-Owens-Ford 
and Pittsburgh Plate. 

Once in the fiber glass business, 
Pittsburgh Plate snapped up the Glas- 
floss division of the Tilo Roofing Co., 
presumably to acquire its technical 
know-how and its patents on yet an- 
other glass-fiber method. But to date, 
Pittsburgh Plate is still small fry in 
fibers. 
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Another major competitor, how- 
ever, is knocking at the door. A year 
ago Libbey-Owens-Ford acquired 
Glass Fibers, Inc., merged the new 
acquisition with its Corrulux and 
Glass Fibers division to form an inde- 
pendent company, LOF-Glass Fibers. 
Libbey-Owens-Ford retains a 53% 
interest, hopes the merger will enable 
the new company to compete more 
effectively with Owens-Corning. 

Lion’s Share 

So far neither Libbey-Owens nor 
Pittsburgh Plate has made much of a 
dent in Owens-Corning’s market. 
Total fiber glass sales in 1954 were in 
the neighborhood of $200 million, and 
OCF had $136 million of that. But 
Libbey-Owens-Ford clearly was pre- 
paring for a big push in fiber glass 
sales, and Pittsburgh Plate reportedly 
has fire in its eye. 

In so promising a field, only a con- 


ing position in the automotive field, 
textiles, and reinforced plastic parts.” 
Growing Pains 

In the early postwar years, Owens- 
Corning suffered from malnourished 
profit margins, due mainly to high 
development expenses and other costs 
of starting a new product on a big 
scale. Though profits have improved 
in recent years, they are still rela- 
tively low for the glass business. On 
last year’s sales of $136.5 million, 
Owens-Corning netted only $8.4 mil- 
lion. Corning Glass, on sales just 8% 
higher, earned a fat $17.5 million. 
In the first nine months of 1955, 
Owens-Corning’s sales actually 
passed Corning’s by $1 million, but 
the parent firm netted $14.3 million, 
$6.8 million more than its fiber glass 
offspring. 

Improved manufacturing processes 
and mechanization have tended of 


L-O-F WINDSHIELD ASSEMBLY 


Their boss was knocking at the door. 


genital optimist like Owens-Corning 
Fiberglas President Harold Boeschen- 
stein could actually jump the gun on 
the future growth of glass fiber. Boe- 
schenstein has proven himself a good 
businessman, but a poor prophet. In 
1952, when Owens-Corning’s sales hit 
$97.4 million, he was predicting $300 
million in sales by 1957. Last year he 
admitted he would settle for $250 
million by 1960. Probable 1955 sales: 
$155 million, up 370% since 1946. 

It was a good showing, but some- 
thing less than the landslide Boe- 
schenstein had predicted. During the 
last decade, fiber glass has made in- 
roads in the traditional markets of 
such materials as mineral wool, as- 
bestos and textiles, and especially in 
insulation, building, refrigeration and 
air conditioning. In the next few 
years, Boeschenstein expects “a grow- 


late, however, to bring Owens-Corn- 
ing profit margins under better con- 
trol. This year, an improvement in 
production methods boosted margins 
on OCF’s best-selling glass wool 25%. 

But while profit margins are a 
major consideration, OCF is less in- 
terested in profit than in growth, has 
paid out only token dividends (33-75 
cents) since the company was opened 
to public investment in 1952. So far 
it has plowed most of what it makes 
back into the business. The way 
fiber glass uses are multiplying, OCF 
may never find time to settle back 
into a comfortable middle age and 
start paying fat dividends. To inves- 
tors more interested in capital gains 
than in dividends, and to proud par- 
ents Owens-Illinois and Corning 
Glass, this probably won’t make a 
great deal of difference. 
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NEW SERVICE, NEW LUXURY, NEW SPEED... 


TWAs SUOPER- CONSTELLATIONS 
NON-STOP TO EUROPE! 


Now you can enjoy the incomparable luxury of TWA’s Super-G bn a Ps Shes eee ae 
Constellations to Europe — the quietest, most luxurious long- 

range airliners in the skies! On TWA’s First-Class flights you'll LONDON 

find spacious, comfortable sleeper seats at no extra fare. They’re PARI gs 

roomy enough for “over-six-footers”. . . and they stretch ’way out 
at the touch of a lever for uncramped, relaxing sleep. 

In the beautifully decorated “Starlight Lounge” you’ll meet 
interesting fellow passengers . . . enjoy refreshing drinks. And FRANKFURT 
what wonderful food awaits you! You’ll be delighted by piping- ROME 
hot, de luxe meals, graciously served by attentive hostesses. 

With TWA’s Discount Fares you can make it a combination 
business-vacation trip — bring the whole family along at amaz- 
ing savings. For reservations, see your TWA travel agent or call 
TWA, Trans World Airlines. 


Non-stop from New York 


One stop from New York 


Fly the finest... FLY. 


TRANS WORLD AIRLINES 


©€.S.A.> EUROPE -AFRICA-ASIA 











The Traveler’s Friend 


NCB TRAVELERS CHECKS 


What a lifesaver National City Bank Travelers Checks are to travelers 
at home or abroad! You’re free from worry about your funds whether 
you are on a mountain top or on Main Street—because there is no 
safer way to protect your money. 

Cash can be easily lost or stolen — and then it’s usually gone for 
good. NCB Travelers Checks are promptly refunded in full if lost or 
stolen. They are spendable like cash everywhere and have been the 
choice of experienced travelers for more than half a century. 

Issued in $10, $20, $50 and $100 denominations in a handy 
wallet. Cost 75¢ per $100. Buy them at your bank. 


The best thing you know wherever you go 


NATIONAL CITY BANK 
TRAVELERS CHECKS 


Backed by The First National City Bank of New York 
Member Federal Deposit Insurance Corporation 
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FLARING GAS IN VENEZUELA 


At home, it is too valuable to waste. 


NATURAL GAS 


To natural gas men, 1955 was another 
one of those years in which their in- 
dustry did its corporate cooking on the 
front burner. In view of the virtually 
insatiable demand for natural gas all 
across the nation, this was hardly sur- 
prising. Even in 1954, which Wall 
Streeters well remember as a vex- 
ing recession for most segments of the 
economy, no less than 11 of the dozen 
pipeliners in Forses’ lineup bucked 
the trend by increasing their revenues. 
Ten, in fact, increased their earnings 
as well. 

So, when the industry piped out an- 
other gastronomic bowlful of record 
sales, earnings and dividends in 1955, 
it looked very much as if natural gas 
men would be keeping the pot boiling 
for many years to come. And why 
not? For one thing, there were 800,000 
more customers to feed gas in 1955, 
bringing the roster of natural gas 
users to 29 million, and boosting na- 
tural gas’ share of the U. S. energy 
market to 25% (vs. oil’s 40%, coal’s 
30% and water power’s 4%). As many 
more new customers will probably 
sign up this year for the first time. 

Home on the Range 

With increasing demand assured, 
gas men were further heartened by 
the knowledge that there was a 23- 
year’s supply safely locked away in 
proven Gulf Coast gas fields. Some 
petroleum experts, in fact, figure that 
gas fields still waiting to be discovered 
will probably boost reserves enough 
to keep pipelines full for the next 
half-century. Thus comforted, the in- 
dustry sent its pipeline tentacles 
squirming out in all directions like a 
hungry giant squid, added five new 
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————BOX SCORER——— 


Here is how FORBES’ editors rate 
management capabilities of twelve 
natural gas companies (100% — 
perfection): 


Columbia Gas System ($900.6)*...... 80 
Tennessee Gas Transmission (872.8)... 95 
United Gas (807.5) ote ae 
El Paso Natural Gas (702.0).... — 
Peoples Gas Light & Coke (624.8)..... 85 
Consolidated Natural Gas (609.4)...... 85 
Texas Eastern Transmission (550.0).... 85 
American Natural Gas (549.5)... ... 90 
Northern Natural Gas (420.0) . & 
Transcontinental Gas Pipeline (350.3).. 90 
Panhandle Eastern Pipe Line (341.3)... 95 
Lone Star Gas (337.2)...... a 


*in parentheses, total assets in millions as of 
latest report. 
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states in the Northwest to its coverage. 
By year’s end, there were more miles 
of gas pipe (500,000) in operation than 
there were railroad tracks in the US. 
Only one state—Vermont still 
unpenetrated by pipe 

Despite their bright future 
had their problems last yea: 
them—how to keep supply 
mand in proper balance 
ing serious. Vast reserves 
standing, gas men worked overtime 
just to dream up ways to smooth out 
the seasonal fluctuations in demand 
which have always prevented them 
from keeping a constant flow of gas in 
their pipelines. Last year, they came 
up with three solutions: 1) filling in, 
during the peak demand days of 
winter, with manufactured and coal 
gas; 2) advising some industrial cus- 
tomers to use gas on a start-in-spring, 
stop-in-fall basis; and 3) storing it 
underground (see chart). Most fa- 
vored: undergound storage, as pointed 
up by the Pennsylvania storage fields 
maintained by Transcontinen 
nessee Gas Transmission Texas 
Eastern as well as Peoples Gas Light 
& Coke’s Herscher Dome storage pro- 
ject in Illinois 

What Price Gas? 

With such knotty problems cleared 
away, was there nothing to keep the 
natural gassers’ cup running 
over? There was: prices. Because of 
the hot and heavy competition among 
transmission companies fo1 re- 
serves, the wholesale prices they pay 
producers have been inching upward 
for years. In 1949, the average price 
paid for gas in the field by the pipe- 
liners was only 6c per MCF (million 
cubic feet). Last year it topped 10c, 
and some pipeliners paid as much as 
20c to assure an adequate supply fo1 
future delivery. 
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P” LINE WENDING NORTH 


High debts, low rates and an eager market. 





PIPELINE WELDER AT WORK 
For big snakes, big outlays. 


Far more annoying was the so- 
called “regulatory lag”—that period in 
which they must wait, like many 
a regulated railroad, for a state com- 
mission to approve petitions for rate 
increases—all the while paying higher 
prices for the gas they buy. 

Most frustrating of all, has been gas 
men’s uncertainty over where federal 
regulation is leading them. Ever since 
the Supreme Court ruled (in the 
Phillips Petroleum Case) that the Fed- 
eral Power Commission had the au- 
thority to control gas prices at the 
well-head, the howls within the in- 
dustry have been horrendous. Pipe- 
liners point out that investors have 
not exactly been trampling each other 
for a chance to invest in companies 
classed as public utilities and there- 
fore not likely to make more than 6% 
on revenues in any one year. 

Producers, equally resentful of the 
regulations, have been drilling fewer 
wells. One such producer, Houston’s 
well-heeled R. E. Smith, a top inde- 
pendent gas driller with $1.5 million 
already invested in a proven field, 
shut down 70 wells. Said Smith: “Tl 
sit on them for ten years rather than 
let the boys in Washington tell me 
what I can sell the gas for.” 

Smith may not have to wait long. 
Pending in the Senate is a bill to do 
away with price controls until gas 
enters the interstate pipelines. Pro- 
ducers, at any rate, were beginning to 
believe that the end of price regula- 
tions at the well-head was no mere 
pipe dream. 

Wholesalers’ Stake 

Among the pipeliners, few have a 
greater stake in the outcome than a 
trio of gas-hungry wholesalers which 
feed the Northeast—Transcontinental 
Gas Pipe Lines, Texas Eastern Trans- 
mission and Tennessee Gas Trans- 
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mission. Already first into Manhattan 
with a 1,897-mile pipeline stretching 
from the Rio Grande Valley, Trans- 
co’s Tom P. Walker set aside another 
$80 million last year to increase 
Transco’s capacity to deliver to the 
heavily-populated metropolitan areas 
of Philadelphia, New Jersey and New 
York. In laying 700 miles of new pipe, 
Walker “looped” (i.e., laid new pipe 
parallel to old), and increased Trans- 
co’s capacity by 130 MCF daily. Next 
year Walker hopes to set aside an- 
other $35 million, boost capacity by 
still another 50-75 MCF daily. 
Transco, which buys every cubic 
foot of gas it transmits, is in some 
ways a sitting duck for price-hiking 
producers in the 58 Gulf Coast fields 
it taps. But Walker is already antici- 
pating a boost in Transco’s own sales 


To keep pipes from rusting in slack seasons 
and to make sure enough gas is on hand in 
winter, gas firms deposit billions of cubic feet 
of gas in cubterranean storage pools, have 
increased underground storage capacity 
400% since 1949. Supply of gas down under 
this winter: enough to heat 15 million homes. 





as soon as it converts two of its 11 big 
Eastern utility customers to straight 
natural gas (from mixed gas), leaving 
only three utilities still on a mixed 
diet. 

These prospects are also cheering to 
Transco’s common stockholders who 
are in line to share in a 2-for-1 stock 
split which they hope will be accom- 
panied by higher dividends. Transco’s 
common stockholders have not exactly 
been sharing much of the wealth. 
Over the past five years they have 
been handed an average 46% of the 
company’s per share earnings, and 
among pipeliners, that’s peanuts (see 
yardsticks). Particularly for a com- 
pany which has been able to ring up 
the lowest operating ratio (percentage 
of revenues eaten up by expenses, in- 
cluding depreciation) in the industry. 
As a consolation, however, stock- 
holders have seen the other 54% put 
to shrewd use. In fact, Walker gets 


better mileage out of his plowed back 
dollars than any other wholesaler ia 
the country. Only American Natural 
Gas’ Ralph T. McElvenny, who sells 
some of his gas at retail, can some- 
how stretch a dollar further. 

But Walker, too, is rapidly putting 
more of Transco’s earnings into the 
dividend pipeline. Having paid out 
66% of earnings in 1954, Walker was 
feeling even more expansive when 
Transco’s revenues climbed 16.4% to 
$53 million in 1955’s first nine months, 
while profits shot up 14% to $7.2 
million. Says he: “We’re leaning 
toward a 70% payout.” 

Tennessee Gambler 

Transcontinental is by no means a 
lone wolf in the Northeast, shares the 
market with a pair of feudin’ and fus- 
sin’ competitors: Tennessee and Texas 
Eastern. Both count among their big- 
gest natural gas customers Columbia 
Gas and Consolidated Natural Gas— 
but there the similarity ends. 

Competitively at each  other’s 
throats, Texas Eastern’s George T. 
Naff is no match for Tennessee’s 
Gardiner Symonds when it comes to 
wizardry with his company’s funds— 
from a stockholder’s standpoint, any- 
way. Tennessee has paid out an 
average 76° of earnings in the last 
five years, has nevertheless kicked in 
an earnings -increase-to-plowback 
percentage of almost 40%. Texas East- 
ern, meanwhile, has paid out only 
58%. Even then, its plowbacks have 
only been half as effective in boosting 
earnings. 

But Gardiner Symonds is also prob- 
ably the industry’s most able competi- 
tive strategist. In 1952, he challenged 
Texas Eastern to a fight over the New 
England market, ended up with the 
lion’s share after some of the most 
skilled infighting the knockabout in- 
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‘brush, is 
pushed through the line to clean it. 


“PIG”, a wire 
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dustry has ever seen. He even cut 
in on Transcontinental’s hold in New 
York by running pipe in a wide loop 
around New England and sending 
gas lines east through New York 
State. 

Tennessee’s newest gas gambit is 
even more daring. Together with Mid- 
western Gas, it plans to build a $98- 
million, 1,760-mile pipeline from Ten- 
nessee to Canada, hooking up with 
Trans-Canada Pipe Lines at the Min- 
nesota-Canada border. It has already 
contracted to buy 200 MCF of Trans- 
Canada’s gas, and will double the 
order if Trans-Canada can supply it. 
As smart a horse-trader as anyone in 
the business, Symonds __ recently 
bought up one-third interest in Trans- 
Canada, thus cutting out and corral- 
ling the Montreal market. 

Though Tennessee buys most of its 
gas, it does have oil and gas holdings 
of its own (last year Symonds’ wild- 
catters brought in some wells in 
Wyoming, bringing Tennessee’s re- 
serves up to a 20-year supply). Last 
year, moreover, Symonds went into 
the upgrading business by buying an 
interest (via a 50% owned subsidiary) 
in a butadiene plant at Houston. 

Symonds’ expansion plans, how- 
ever, take money. Like most pipe- 
liners, Tennessee has an _ insatiate 
appetite for operating capital, is 
getting ready to put $50 million in first 
mortgage bonds on the market as 
well as 400,000 additional common 
shares. Not that Tennessee’s stock- 
holders need worry much about their 
equity being diluted. Despite its heavy 
dividend payout, normally a deterrent 
to book value growth, Tennessee’s 
five-year increase in equity is second- 
best in the industry. Only one other 
pipeliner, Panhandle Eastern, can 
boast a higher return on stockholders’ 
investment. 


Tightening Up 

In both these same items, Texas 
Eastern’s performance is merely aver- 
age. Not that George Naff is standing 
still. Since 1947, Texas Eastern, which 
serves 41 major customers from Texas 
to New York through 5,158 miles of 
pipe, has boosted its capacity almost 
ten-fold, to 1.4 billion cubic feet. Now 
nearing completion is Texas Eastern’s 
new 30-inch pipeline, stretching 377 
miles from Mississippi to Pennsyl- 
vania. Also calculated to increase 
Texas Eastern’s prospects: a recently 
signed contract under which Texas 
Eastern will buy 100 MCF daily from 
Petroleos Mexicanos (Pemex) for the 
next 20 years. 

Texas Eastern, which buys all of its 
gas (most of it from United Gas) and 
has an active interest in Triangle 
Pipe Line (a refined oil products 
carrier), also has more than a passing 
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TEXAS EASTERN’S 
NAFF 


interest in a producing subsidiary, 
Texas Eastern Production. Wall 
Streeters, on the other hand, have 
more than passing concern for Texas 
Eastern’s distressingly high 85.1% 
five-year operating ratio. Pipeliners 
like Panhandle and El Paso, for in- 
stance, see only 78% of their revenues 
gobbled up by operating expenses, 
depreciation and taxes, while Transco 
and Tennessee operate on an even 
more desirable 75%-25% basis. Even 
among the gas retailers (whose oper- 
ating ratios are normally higher than 
those of wholesalers), only Columbia 
and Consolidated have a looser con- 
trol of expenses than Texas Eastern. 

Last year, Naff began to tighten up. 
To take advantage of the tax benefits 
that would accrue from filing a con- 
solidated return. Naff proposed boost- 
ing TE’s control of 69%-owned Texas 
Eastern Production to 80%. Stock- 
holders, buoyed by nine-month rev- 
enues, which rose 8% to $117 million, 
and by net per share earnings, which 
climbed from $1.24 to $1.44, voted the 
proposal through “overwhelmingly.” 

Look Alikes 

One pair of companies that go to- 
gether like gas and oil at the filling 
station are Columbia Gas and Con- 
solidated Natural Gas. Both produce 
about 15% of their own gas needs. 
Both get much of the rest of what they 
need from such pipeliners as Ten- 
nessee and Texas Eastern. And both, 
sadly enough, are hobbled by the 
highest operating ratios in the indus- 
try. In the past five years, Consoli- 
dated’s ratio averaged out to 88.6%, 
Columbia’s to 88.0%. By bitter com- 
parison, the other 10 gas companies 
combined rang up a much healthier 
79.7% operating ratio. 

In some ways, however, James 
Comerford’s Consolidated is a 
smoother functioning organization 
than George Young’s Columbia Gas, 
whose hodge-podge of gas and coke 
interests in the Detroit and Milwaukee 
areas make it not only the U.S.’s big- 
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TENNESSEE’S 
SYMONDS 


UNITED GAS’ 
McGOWEN 


gest gas company but an expensive 
one to operate. It is this diversity of 
interests, and the resultant corporate 
tangle, that Young is trying hardest to 
unknot. Though Columbia has plowed 
$400 million into transmission capaci- 
ty, distribution mains and storage 
facilities to fill the needs of its 11 
million customers in 1,760 communi- 
ties since World War II, the results 
have not been particularly gratifying 
to Columbian stockholders. 

Its five-year earning power,a below- 
average 7.4%, is just a shred above 
Consolidated’s, but its equity growth 
has been almost imperceptible. Co- 
lumbia, in fact, is just short of shrink- 
ing, with an unenviable .1% average 
annual increase in equity since 1949. 
Consolidated has at least managed a 
3.4% expansion in per share equity 
over that same period. 
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COLUMBIA'S 
CROCKER 


Giant Troubles 

Part of the trouble may be in Co- 
lumbia’s excessively large 90.8% pay- 
out to stockholders combined with an 
almost negligible increase in earnings 
From this, two obvious 
can be reached: either 1) Columbia 
kills its stockholders with kindness 
because it has no way to put plow- 
backs to good use, or 2) it does so de- 
liberately, realizing that future earn- 
ings growth is a remote possibility. 

Another root of Columbia’s troubles 
seems to be its complex corporate 
setup, involving no fewer than 16 
subsidiaries. Late last year, Chairman 
Stuart Crocker outlined a reorganiza- 
tion plan which will involve 12 sepa- 
rate property transfers and nine 
mergers. Admittedly, the monster re- 
organization effort will take time (five 
new subsidiaries will have to be 
formed, four of them only tempo- 
rarily), but increased efficiency is in 
prospect if the plan pans out. 

Even so, Columbia, thanks to en- 
larged capacity, 60,000 new house- 
heating customers and approved rate 
increases (totaling $21.6 million in 
1954), was able to boost its nine- 
month revenues 18.4% to $211 mil- 
lion, its profits 33% to $15.7 million. 
Again, however, it suffered by com- 
parison with Comerford’s Consoli- 
dated. At the nine-months mark, 
Consolidated’s revenues were $40 mil- 
lion, or 18.5%, lower than Columbia’s. 
Its profits, however, were almost $4 
million, or 18.5%, higher. Comerford, 
having spent $27.8 million in 1954 and 
another $41.8 million last year (almost 
$10 million of it for a new transmis- 
sion line in Ohio), has also realized 
a fair-to-middling 11% return on the 
50% of earnings it has plowed back 
since 1950. 

David & Goliath 

In the midwest, William Maguire’s 
Panhandle Pipe Line and James 
Oates, Jr.’s Peoples Gas Light & Coke 
are a pair of integrated natural gas 
systems which likewise seem to prove 
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debt-free 


INDIANA 


NO STATE DEBT! Our State Constitution forbids it! In fact, 


Indiana has millions of dollars in surplus! 


NO “NUISANCE” OR “PENALTY” TAX. No net income, use, re- 
tail sales, corporate or manufacturer's tax! NO tax on receipts from 
sales in interstate < sree commerce! Only “% of 1% on gross 
receipts from sales for processing, re-sale, etc., not in interstate 
or foreign commerce; 1% on other receipts derived in Indiana 
except from sale to ultimate consumer (%2 of 1%). And Indiana's 
unemployment tax is far lower than average! 


RAW MATERIALS. Low-cost coal. Limestone. Natural gas. 
“Clay Center of the World.” Petroleum. ‘‘White Clay,” ric’: ‘n 
aluminum. Gypsum. Rock asphalt. Dolomite. Fluorspar. Water, 
sand, gravel, wood, corn, soybeans, etc. 


MAIL COUPON TODAY 


! 


DIRECTOR, INDIANA DEPARTMENT OF COMMERCE 

FB-333, State House 

Indianapolis, Indiana 

Dear Sir: 

Please send me copies of your new 28-page brochure, entitled 
WHY DEBT-FREE INDIANA IS ATTRACTING MORE 
INDUSTRY THAN ANY OTHER STATE PER CAPITA. 


NAME 
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The American Ruhr! 


... developing the world’s greatest concentra- 
tion of electric power . . . home of the nation's 
largest atomic energy plant. (Power often is 
Y of 1% of Indiana manufacturers’ total pro- 
duction costs.) 

Ohio River carries more low-cost freight than 
the Panama Canal. Inland waterway freight 
has tripled since 1946—and already-low costs 
are destined to come down as much as an- 
other 50%! 


23 RAILROADS, 300 MOTOR FREIGHT LINES, 9 airlines, 200 
airports, more miles of paved highway per driver and per square 
mile than any other state—and all paid for! 


GOOD LABOR. Responsible, versatile, 97% native, 30% fewer 
government workers per capita than nationally. Enviable strike and 
lockout records. First in U. S. with labor-management charter. 


AND IT’S GOOD TO LIVE IN INDIANA! Superb schools; 29 state 
and local colleges, universities. Fine housing, moderate rent. 
Low-cost state and local government. Good climate. Good 
hunting, fishing, conservation. Over 1000 lakes, streams; 32 
famous state parks, forests, beaches. Resorts. Winter sports. 
Fine public swimming pools, parks, playgrounds, golf courses. 
And friendly, gracious people! 


INDIANA DEPARTMENT OF COMMERCE « FB-333, State House « INDIANAPOLIS, INDIANA + PHONE MELROSE 5-3571 
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that Goliath is no match for an agile 
David—even in the gas business. 

Peoples, which produces 85% of its 
own gas needs, serves the rich Chicago 
market and six midwestern states, 
operates the vast Herscher Dome 
storage project in Illinois and has a 
25% interest in a coastal Louisiana 
exploration project. Its gross assets 
($624.8 million) are almost double 
Panhandle’s $341.3 million. But Pan- 
handle, which blankets a market 
population of 12,300,000 from Missouri 
to Michigan, is no lightweight in able 
management. Though its sales at the 
third quarter mark were only $72 
million, compared with Peoples’ $120 
million, aggressive Panhandle realized 
a greater net ($11.6 million) than 
Peoples’ $10.9 million. Better yet, Bill 
Maguire can boast an average 10.5% 
annual pretax return on his net prop- 
erty investment over the past five 
years—highest return in the industry. 
Peoples’ performance: an _ uninspir- 
ing 5%. 

Panhandle Eastern’s pertinacity is 
further pointed up in Forses’ yard- 
stick, showing Panhandle as boast- 
ing the heftiest earning power over 
the past five years (21.1%) among the 
gas companies under study. Peoples’ 
showing: 8.2%. More revealing still, 
Peoples has handed out close to 62% 
in dividends since 1950, but has been 
able to show only a 4.7% plowback 
record. Maguire’s Panhandle, on the 
other hand, wisely chose to retain 47% 
of its earnings, plowed it back into ex- 
pansion and boosted earnings nearly 
one-fourth on the cumulative plow- 
back per share. 

Northern’s Lights 

Sharing the midwest market with 
Peoples and Panhandle is John F. 
Merriam’s Northern Natural Gas, 
whose 9,292-mile span of pipe laces 
through the nation’s breadbasket. 
Able fo draw upon the vast reserves 
in the Texas Panhandle and Kansas’ 
rich Hugoton Fields, Omaha’s North- 
ern, which owns 84% of Texas’ 
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FUEL FIGHT 


Since 1946, gas output (61.4 bil- 
lion therms) has outpaced that 
of electricity (471.6 billion 
kwh). Gas gross is also 
growing at a faster rate 
than electric's, last year’s 
revenues being only $2 
billion short of elec- 
tricity’s $6.5 billion. 
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PANHANDLE’S 
MAGUIRE 


Permiann Basin Pipeline, sends out a 
capacity of 1.1 BCF daily. 

Northern buys over 90% of its gas, 
gets two-thirds of its revenues from 
wholesaling gas, an interstate activity 
zealously watched over by the FPC. 
A victim of the “regulatory lag,” 
Northern in 1954 was al.owed to keep 
only $21.6 million of the $32 million 
in rate increases that it had hopefully 
collected since 1950. Now Northern 
hopes that a new rate hike of $8 mil- 
lion a year, put into effect a year ago 
under bond, will help offset higher 
unit gas purchasing costs. 

In a way, however, 1955 was some- 
thing of a disappointment to Merriam 
despite a 24% increase in nine-month 
revenues and a 42% gain in profits. 
The fast pace of Northern’s 1955 con- 
struction program that was to have 


AMERICAN’S 
McELVENNY 


LONE STAR’S 


extended coverage to the Duluth- 
Superior area had to be slowed down. 
Trans-Canada, from whom Northern 
was to have bought the necessary gas, 
was not able to complete its financing 
plans to lay an all-Canadian pipeline 
to Eastern Canada. The project should 
get under way toward the end of 
1956, however, and Northern plans to 
finance it entirely out of pocket. 

This is especially good news to 
stockholders, whose equity has 
bumped along at an unspectacular 
6%-a-year increase for the past half 
decade. Fortunately, they have been 
collecting a better-than-average 
72.5% of Northern’s earnings; Merriam 
has not been able to show increased 
earnings with the 27.5% he has kept 
out of the dividend pipeline. 

Gulf Coast Competitors 

Geographically, D. A. Hulcy’s Lone 
Star Gas and N. C. McGowen’s United 
Gas are not far apart. Nor physically, 
despite the fact that United, the bigger 
company (triple Lone Star’s sales, 
double its assets), has forged well 
ahead of its Lone Star neighbor in 
equity growth since 1950. The neigh- 
boring producer-distributors have 
kept on an even keel in earnings on 
equity, and in the matter of five-year 
return on their net property invest- 
ments, United’s 7.3% and Lone Star’s 
7.2% are topped only by Panhandle’s 
stellar 10.7%. 

Lone Star’s wickiup is Texas and 
Oklahoma, where it retails natural gas 
to almost 700,000 customers. Just up 
the Gulf Coast is United, which serves 
the Coastal states and, like Lone Star, 
realizes better than 80% of its rev- 
enues from natural gas sales (gaso- 
line, oil and, in United’s case, sulphur 
and potash make up the balance). 
The biggest difference between them 
is that Lone Star derives the bulk of 
its revenues, some 55%, from high 
mark-up residential sales, while 
United depends upon wholesale de- 
liveries to pipelines and public utili- 
ties for 45% of its sales, gets only 14% 


NORTHERN’S 


HULCY MERRIAM 
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Shower bolle 


for sirloin steaks... 


When the temperature pushes past 
ninety, factories shut down, offices close 
early, salesmen hole up in cool bars, 
and business goes manana. Heat takes 
toll of energy, work output, appetite. 

Heat also affects farm animals much 
the same way. A long hot summer can 
be costly to livestock producers. Egg and 
milk production drops sharply. Steers 
and hogs fail to gain weight. Lately the 
agricultural colleges have been helping 
farmers beat the heat. 

In an open field on a hundred degree 
day, a steer gains no weight; but will 
pick up a pound in the 85 degree shade 
of a tree. Portable canopies and awnings 
in fields and feed lots help poundage. 

White roofs, sprayed with water, will 
lower a barn’s temperature. With four 
shower baths a day, cattle gain about a 
third pound more. Chilling drinking 
water to 65 degrees can put on another 
third-pound daily. In a dry climate, an 
evaporative cooler in the barn is worth 


Successful 
Farming 
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another third-pound a day. Wallows and 
portable pools put more weight on hogs. 


Tuese findings, duly reported in a 
recent issue of SucCESSFUL FARMING, 
were big news to SF farm subscribers 
who make almost two-thirds of their 
income from livestock products. They 
are also typical of the new methods 


that cut expense and work, increase 
yields and profits for the best farmers. 

Because the best farmers still make 
money, despite the drop in farm prices 
— by getting more out of their land, 
time, and expenditures. With farm 
population steadily declining, the per 


capita income of farmers is actually 
higher than it was five years ago 

The best farmers, incidentally, are 
the kind that subscribe to SuccessruL 
Farminc — the big producers of corn, 
grain, hogs, cattle, poultry, milk and 
eggs. Their average farm is 285.8 acres, 
and highly mechanized. Seven out of 
ten are in the minority 39% that gets 
88% of all Their 


average cash income for several years 


US farm income 
has been around $10,000. SuccEssFUL 
FarMunc offers a big quality market. 

Ever since World War II, SF farm 
families have been spending on their 
homes, buying comfort, conveniences, 
anything that saves time and work, 
And they can afford what they want. 

To find new quality customers, to 
balance national advertising schedules, 
No 
other medium can match its market, 
or its influence in its market! 

Any SF office will tell you more! 


you need SuccessruL FARMING. 


MerepitH Pustisninc Company, Des Moines... 
with offices in New York, Chicago, Detroit, Philadelphia, 
Cleveland, Atlanta, San Francisco, and Los Angeles. 





HOODED WELDERS MAKE A JOINT 


Liberal payouts and potent plowbacks. 


from gas customers in the home. 

Last year, in fact, United’s Mc- 
Gowen had a little difficulty believing 
that 1955 was a banner year for na- 
tural gas men. Despite a 12.4% in- 
crease in  United’s nine-month 


revenues, its profits inched ahead only 
1.6%. The cause—higher gas purchase 
costs and over $4 million-worth of 
dry holes that had to be charged off. 

To make sure that United’s future 
is a little brighter than its present, 


McGowen has pointed his outfit in 
the direction of the promising petro- 
chemical industry. Already holder of 
a 75% share of Duval Sulphur & 
Potash, United—together with Electric 
Bond & Share—has a big interest in 
the Escandia Bay Corp., now busily 
engaged in putting up a $26-million 
chemical plant near Pensacola, Fla. 
Chosen to supply the new plant with 
natural gas: United. 
Spindletopsies 

One pipeliner which, like Topsey, 
has “just growed” is Paul Kayser’s 
El Paso Natural Gas. By Forses’ 
yardstick, El] Paso is the fastest mov- 
ing gas firm among the big dozen 
in equity growth. Since 1950, its equity 
per share has galloped ahead almost 
24%. El Paso is also high in five-year 
earnings on equity, its 14% being 
runner-up only to Tennessee’s 14.4% 
and Panhandle’s 21%. 

How does mighty $702 million (as- 
sets) El Paso do it? For one thing, 
not all its eggs are in one pipeline. 
It operates close to a 10,000 mile 
system, piping gas to customers from 
west Texas to California (current 
capacity: 1.9 billion cubic feet daily). 
But even more indicative of El Paso’s 
heads-up management is its readiness 
to branch out, diversify into related 
products. 
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Late in the year, Kayser closed a 
deal to buy McNutt Oil & Refining 
Co., thus get El Paso’s feet wet in oil. 
Already a big part of El Paso’s busi- 
ness is selling the liquid hydrocarbons 
(i.e., propane, butane, natural gaso- 
line) that El Paso milks from the 
“wet” gas it produces prior to piping. 
Daily output of the hydrocarbon by- 
products: 1 million gallons. But El 
Paso’s biggest side line is still the 55% 
interest it holds in Rare Metals Corp. 
of America (uranium). 

The only sour note in the El Paso 
story is Kayser’s inability to make 
his plowbacks work wonders in earn- 
ings. Where Kayser fails, however, 
American Natural Gas’ Ralph T. Mc- 
Elvenny succeeds mightily, racking up 
a 41.13c increase in current earnings 
for every $1 it has plowed back over 


the last five years, the best showing 
in the pack. 

Basically a holding company 
(Michigan Consolidated Gas, Milwau- 
kee Gas Light, Michigan-Wisconsin 
Pipe Line, Milwaukee-Solvay Coke), 
American’s main lines run north from 
the Gulf Coast to the Great Lakes 
region smack between Texas Eastern 
and Tennessee. Like Tennessee’s 
Symonds, McElvenny is aggressive 
and something of a financial wizard. 

Latest big venture: a new $130 
million major pipeline (now being 
built by American Louisiana), which 
will bring 300 MCF daily of natural 
gas from the gas fields of Southern 
Louisiana and the continental shelf 
of the Gulf to Michigan and Wiscon- 
sin. When completed, it will more than 
double Michigan-Wisconsin’s gas sup- 
ply, up Michigan Consolidated’s 
supply 70%. Meanwhile, Michigan- 
Wisconsin, which supplies eight Wis- 
consin utilities serving 60 communi- 
ties, plans to spend $29 million (triple 
its present investment), 
present service and 
into new areas. 


increasing 
branching out 


Once the American Louisiana line 
is finished in June (over 400 miles of 
main line will have been laid this 
month), American will have access 
to the two greatest gas producing 
areas in the U.S.—the Texas-Okla- 
homa, Panhandle-Hugoton fields and 
the Southern Louisiana Continental 
shelf. Since American can then easily 
boost capacity to 550,000 MCF per day 
by setting up new compressor stations, 
its reserve of gas will be assured, says 
American, “for years to come.” Gas 
men, who are always worried about 
where their next pipeful is coming 
from, can easily understand Ameri- 
can’s optimistic outlook. 


GAS DELIVERY POINT AT A PETROCHEMICAL PLANT 
Upgrading means extra profits. 
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Some 1955 


NEW YORK COLISEUM. During the year 
Bethlehem fabricated and erected 13,000 
tons of steel and supplied 4000 tons of re- 
nforcing bars for this project. In addition to 
the huge exposition hall with space as large 
is nine football fields and seating capacity 
for 10,000 persons, the Coliseum includes a 
20-story office building. 


FLAT CARS FOR TRAILER TRUCKS. Two 
hundred special flat cars were built for the 
Pennsylvania Railroad's new “TrucTrain” 
service. Trailer trucks load at the shipper's 
loorstep, ride one of these cars to a terminal 
near destination, debark and deliver to the 
consignee’s door. Bethlehem also built 50 
cars for a similar service on the Erie Railroad 


SAFETY IN STEELMAKING. For the sixth 
consecutive year, the Bethlehem, Pa., plant 
won first place among large steel plants in the 
National Safety Council's contest. During the 
contest period the accident rate among the 
plant’s 20,000 employees was so low that an 
employee's chance of injury in a normal eight- 
hour working day was only one in 237,000. 


MARMORA ORE. The first shipload of pelletized iron 
ore from Bethlehem Steel's new Marmora, Ontario, 
mine left for Lackawanna plant on May 11, 1955. This 
shipment followed nearly five years of exploration 
construction and stripping activities at Marmora 
It is expected that by the time full production has 
been reached, 1400 tons of iron ore pellets will be 
shipped each day 


NEW FACILITIES. Among the new facilities under 
construction during 1955 were'a 48-in. cold-reducing 
mill and additional equipment for the production of 
galvanized strip and tinplate at Sparrows Point plant, 
together with a new electric-weld pipe mill, and a 
new 160-in. sheared-plate mill. Various other facilities 
to expand capacity and improve production were 
added at other Bethlehem plants. 
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NEW FABRICATING WORKS. The construction in- 
dustry in Southern California is now being served by 
Bethlehem Pacific's new fabricating works, completed 
in mid-1955 at Torrance, Calif., near Los Angeles. 
With three acres under roof, the new Torrance Works 
is the largest of Bethlehem Pacific's four fabricating 
works, with facilities for riveted, welded and bolted 
types of fabricated steel construction. 


ethiehem Steel 


SENTINEL AT SEA. 110 t of Cape Cod 
in the open ocean stands the first steel 
Tower,” a radar island which will flash warr 
ings to the mainland in case of air atta 
Buile at Bethlehem’s Quincy shipyard 

fitted out at East Boston yard, the island of 


xas 


nw 


steel (shown during installation) was towed by 


powerful tugs to its permanent location at sea 


STEEL FOR FLOOD REPAIR. Soo: 

ricane Diane's disastrous flooding of \ 
in the Northeast, Bethlehem began 
emergency shipments of steel. Thousar 
reinforcing Dars 
rails were rolled and rushed t 
Much of this steel came fror 
Pa., plant, itself damaged 


tons of shapes, piling, 
stricken areas 


1 the Bethleher 


STEEL FOR ST. LAWRENCE POWER. More 
than 16,000 tons of Bethlehem steel sheet 
piling were supplied during 1955 to the vast 
St. Lawrence River power 

project. The piling was used 

in cellular cofferdams at 
two locations, Long Sault 
(above) and Barnhart Island 








“Why don’t you talk to the people at Chase Manhattan?” 


“Chase Manhattan’s Invest- 
ment Service Department han- 
dies hundreds of problems just 
like yours each year.”’ 


“You seem to have something on 
your mind, Ed. What’s bothering 
you?” 

“Not much, Bill—-it’s just that with 
this new job of mine I no longer have 
time for my own affairs—my invest- 
ments, for example.” 

“Why, Ed, I was in the same fix 
some years ago, until a friend of 
mine told me about the Chase Man- 
hattan Bank’s investment service. 
I’m glad he did, for it was just what 
I needed.” 

“Oh, sure, I’ve heard a lot about 
that Chase Manhattan service. But I 
had always thought it was only for 


charitable, religious and educational 
institutions—and big ones at that.” 

“Not at all! Most of their custom- 
ers are individuals. What’s more, 
management of your portfolio would 
be guided by the policies of people 
at Chase Manhattan who arrange 
programs for some of the biggest in- 
vestment funds. Men who spend all 
their time studying trends in differ- 
ent industries and their effects on se- 
curity prices would be working for 
you. And believe me, they can doa 
real job.” 

“Bill, that sounds fine, but isn’t it 
awfully expensive?” 

“No, not at all. You’re in for a 
surprise on that score, Ed—and a 
pleasant one. Why don’t you stop in 
soon and talk to the people at Chase 
Manhattan?” 


THE 


CHASE 


MANHATTAN 
BANK 


(MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION) 


FREE BOOKLET Fill in this coupon now and mail it to 
Chase Manhattan Bank, In Service Dept., 11 
Broad St., N. Y. 15, and receive the booklet, "Chase 
Manhattan Investment Service,” without obligation. 








gresses. Commercial construction is 
setting new records and residential 
building is booming, particularly in 
Westchester County, habitat of the 
gray-flannel-suit set. There Searing 
expects demand to pick up 300% in 
the next 15 years, has underway a 
$20-million expansion program 
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UTILITIES 


TuE nation’s electric utilities probably 
generated more records, prophesies, 
and problems last year than in all of 
the 76 since Edison invented the elec- 
tric light. In November, weekly elec- 
tric output crashed through the 11- 
billion kilowatt-hour barrier for the 
first time and before the books close 
on the year, the experts predicted, the 
nation’s utilities will have produced 
more than 500-billion kw-h of power. 
A record 13-million kilowatts of new 
generating capacity was scheduled. 

It was sorely needed. More than 15 
million major appliances were sold 
last year and home consumption sky- 
rocketed. For the utilities, that meant 
prosperity. For although household- 
ers used only some 27% of the power 
generated, they contributed some 40% 
of the industry’s revenues. 

But the end is not yet in sight. 
Just to meet the foreseen demand, the 
industry will have to double its ca- 
pacity by 1965, triple it by 1975. 

In the Forses lineup this year are 
six metropolitan giants in the East, 
two fast-growing Californian com- 
panies, six in predominantly indus- 
trial areas, five far-flung rural hold- 
ing companies, and one exotic hybrid. 

In the Big Town 

Largest of all is New York’s Consol- 
idated Edison, the world’s biggest 
privately-owned electric and gas 
company. As boss of Con Ed, Chair- 
man Hudson R. Searing has the 
world’s largest city as his oyster. He 
also has some of the industry’s biggest 
problems. Among them: inadequate 
wiring. When customers plug in high 
voltage appliances like air condition- 
ers, the lights go out. Searing has 
spent the last two years touting the 
virtues of adequate wiring. 
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Here is how FORBES’ editors rate 


1975 


Searing’s customers pay 4.09c per 
kw-h for their electricity vs. a nation- 
al average of 2.69c per kw-h. But 
they use only 1,383 kw-h annually vs. 
the 2,549 national average. Altogether, 
34% of Searing’s revenues come from 
residential customers, but the bulk, 
55% of the total, comes from com- 
mercial and industrial users. Because 
New York’s industries are small and 
its commercial establishments large, 
Con Edison’s revenues are stable. 

Searing’s sales have been growing 
only about half as fast as those of 
the industry as a whole. But appliance 
use, particularly air conditioners and 
television, is getting heavier every 
year as the re-wiring program pro- 


the management capabilities of 
twenty utility companies (100% 
perfection): 
Consolidated Edison ($1,886.8)* 
Pacific Gas & Elec. (1,780.8) 
Commonwealth Edison (1,188.1) 
Amer. Gas & Elec. (1,035.4) 
Southern (828.5) .. 
Detroit Edison (819.6) 
Pub. Service El. & Gas (775.2) 
Southern Calif. Edison (756.7) 
Philadelphia Electric (734.0) 
Niagara Mohawk Power (715.3) 
Middie South Utilities (655.7) 
General Pub. Utilities (653.1) 
New Eng. El. System (586.2) 
Union El. of Missouri (562.9) 
Amer. & Foreign Power (561.2) 
Consumers Power (517.9) 
Texas Utilities (511.6).. 
Central & South West (455.0) 
West Penn Elec. (448.7)... 
Pa. Power & Light (441.0).... 


*In parentheses, total assets in millions as of 
iatest report 











Over the past ten years Con Ed has 
spent $600 million and increased its 
generating capacity 900,000 kw. Sear- 
ing will spend $375 million more by 
the end of 1958, adding another 350,- 
000 kw capacity. Last year Searing 
succeeded in reducing his heat rate 7 
to 13,011 Btu—still well above the in- 
dustry average of 12,180 Btu 
more new high-efficiency 
added, his falling operating 
(also among the highest in the indus- 
try) should drop even further 

Next Door 

Considering its advantages, Con 
Ed’s New Jersey neighbor, Public Ser- 
vice Electric & Gas, does less well than 
Con Edison, although it has one of 
the most widely diversified industrial 
and residential 
dential, 30% commercial) 

Board Chairman Lyle McDonald is 
cashing in on the booming develop- 
ment of the Delaware Valley on his 
southwestern boundary, piling 
up new sales about 25% faster than 
Searing. But he faces a serious peak- 
load problem. Since 1945 his 
have risen 86°, but his generating 
capacity has increased only 66 

To close the gap, McDonald spent 
$90 million last year on construction, 
boosted capacity another 185,000 kw 
By 1957 he expects to add another 
450,000 kw to rising demands 
His six steam-generating plants (ca- 
pacity: 1,881,300 kw) function as a 
single unit and profit from intercon- 
nections with neighboring Pennsy]- 
vania Power & Light and Philadelphia 
Electric, an arrangement which re- 
duces McDonald’s peak load problem, 
lowers his investment in generating 
facilities, and cuts operating costs 

For Public Service, whose oper- 
ating ratio is well above average, cost 
control constitutes a constant and seri- 
ous problem. Major difficulties: a 4- 
year-old rate reduction which restricts 
profits sharply, a large percentage of 
antiquated equipment, an under-pa1 
rate of annual domestic consumption 
(1,762 kw-h). With 45% of his capac- 
ity installed since 1947, McDonald’s 
margins should rise slowly as more 
new equipment goes on the line 

Although on the average 19% of its 
profits have been plowed back into the 
business, per-share earnings have de- 
clined steadily since 1949. They 
turned upward for the first time only 
last year. But McDonald raised an- 
other $65 million last fall, $25 million 
of it from preferred stock, putting 
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new pressure on the common’s earn- 
ings. Like many another public util- 
ity, Public Service pays out a fat 81% 
of its earnings in dividends to attract 
investment, is forced to borrow or issue 
more stock to keep up with demand. 
Forced Growth 

Beyond Public Service’s western 
boundary, another metropolitan giant, 
brilliantly managed Philadelphia Elec- 
tric, is piling up revenues in a manner 
unusual for a company that has been 
selling gas since 1852, electricity since 
1881. Since 1950, President Roy G. 
Rincliffe’s revenues have surged ahead 
26.2%, picked up another 6.7% in the 
first three-quarters of 1955. Main con- 
tributor: the fast-growing Delaware 
Valley, which has been busting out all 
over ever since the $400-million U.S. 
Steel plant at Morrisville was com- 
pleted in 1954. “No area,” says Rin- 
cliffe, “is more profitably situated.” 

During last summer’s heat wave, 
Rincliffe’s growing service area 
caught up with him, registered a peak 
2 million kw load. Philadelphia Elec- 
tric passed the test with a comfortable 
14% reserve capacity. Before the war 
it was 50%. These days, during peak 
periods, Rincliffe has to throw old 
equipment into operation, and ex- 
penses begin to mount. But his op- 
erating ratios are slowly dropping. 

It is the payoff on past building 
programs: half of Philadelphia Elec- 
tric’s generating capacity is under ten 
years old, and its steam plants burn 
less than the national average of 0.99 


pounds per kw-h. Rincliffe expects to 
use only .67 pounds in new units. 
Having spent $765 million on ex- 


pansion since 1945, Rincliffe was 
forced to accelerate his expansion 
program when his reserve margin 
over his peak load was cut last 
July. Over the next three years, he 
plans to spend a cool $312 million to 
keep up with the 29% increase in 
consumption he expects by 1960. 
Lakeside Giants 

Growth also looms for Chicago’s 
Commonwealth Edison. Sprawling out 
across the Illinois prairie to the Mis- 
sissippi, industrial development is 
boorning within the city, residential 
area burgeoning outside it. Last 
year, when Commonwealth Edison 
registered its first midsummer peak 
cad, Board Chairman Willis Gale 
applied for a cancellation of his off- 
peak schedules. He got it, expects to 
pick up an additional $2 million a 
year as a result. Only fly in the fiscal 
ointment: ending of off-peak rates 
may stimulate greater demand during 
peak periods, put additional strain 
on already overtaxed facilities. 

This past year Gale added an- 
other 320,000 kw capacity, plans to 
build 260,000 kw more by 1957. Since 
1946 he has laid out a whopping $758 
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million, plans to spend another $600 
million by 1958. But it has been well 
worth it; the new plant has steadily 
narrowed operating ratios. 

Gale has two new schemes to cut 
Commonwealth Edison’s costs. One is 
a plan to take an island of Central 
Illinois Light property surrounded by 
Commonwealth Edison in exchange 
for a similar Commonwealth Edison 
island in Central Illinois Light terri- 
tory—if the Illinois Commerce Com- 
mission approves. The other is atomic 
power. Gale has persuaded a half- 
dozen other utilities to share the cost 
of a $45-million, 180,000 kw atomic 
plant in exchange for technical know- 
how and experience. 

With the thumb of Michigan as its 


bailiwick, Detroit Edison is one of the 
fastest growing electric utilities in the 
country, currently is adding sales 17% 
faster than the average. Major causes: 
high average domestic consumption 
(2,656 kw-h); high-powered indus- 
trial sales (28% of the total); one of 
the U.S.’s fastest growing populations. 

Record auto output last year boosted 
Walker Cisler’s sales and profits to 
all-time highs. But the auto industry 
is a fickle, fairweather friend: during 
1954, when industry output slumped, 
Detroit Edison’s power output dropped 
too. Yet with the wide diversification 
of sales (40% residential, 28% com- 
mercial) Detroit Edison can take in- 
dustrial shocks without losing appre- 
ciable ground. In 1954, revenues ad- 
vanced another $4 million. 

Like most utility men, Cisler has a 
big job keeping his generating capac- 
ity a safe margin ahead of rising peak 
loads, and mounting costs a safe mar- 


gin behind mounting sales. Currently, 
Cisler’s capacity is a comfortable 10° 
above his 2.24 million kw peak. But to 
be safe, he has been adding units 
right and left, expects to be able to 
boast 3.25 million kw capacity by 
1957 when his gigantic 820,000 kw 
River Rouge plant is completed. 

Cisler’s newest equipment is high- 
ly efficient, needs only .75 pounds of 
coal to generate one kw-h. That is 
about 25% below the national average 
A shrewd cost-cutter, canny Walker 
Cisler has arranged to reduce his peak 
load problem by buying low-« 
droelectric power in Canada 

Upstate Utility 

Straddling the great Mohawk 
ley Gateway to the West 
Mohawk has both a highly sensitive 
industrial patronage and sizable res- 
idential and commercial sales (31% 
and 18% of gross). Among President 
Earle J. Machold’s chief ad 
cheap power. Only 35% of 
pany’s 3 million kw capacity 
electric, yet Machold cannily man- 
aged to squeeze 47% of his generating 
output from it 
measures his operating ratios have 
been dropping steadily, his net rising 

Machold, who wants no truck with 
public power’s plans at Niagara, none- 
theless stands to benefit handsomely 
from it, just as he will from the gov- 
ernment-sponsored St 
hydroelectric power project on his 
northern frontier. Machold 
taste of atomic power generation 
when the AEC’s 12,000 kw West Mil- 
ford atomic reactor in the heart of 
Niagara Mohawk territory went into 
operation. Machold bought atomic 
power at a dirt-cheap rate of 3 mills 
per kw-h, but production was un- 
reliable. 

Machold, who has spent $375 mil- 
lion on expansion since 1950, has pow- 
er projects of his own to worry about. 
Among them: a new 200,000 kw in- 
ner-cooled generator, which takes up 
the space of a conventional 40,000 kw 
generator. 

Golden State Twins 

Meanwhile a continent away, Pa- 
cific Gas & Electric booked its 3 mil- 
lionth customer last year. PG&E’s 
growth runs far ahead of the industry 
average. Among big city utilities, only 
Detroit Edison, with revenues piling 
up 17% faster than the national aver- 
age, comes anywhere near Pacific Gas 
& Electric’s headlong pace 

Pacific Gas & Electric is growing so 
fast not so much because its boss, 
James Black, is pushing, but because 
its customers are tugging. California’s 
population is swelling faster than that 
of any other state in the Union 

Black’s operating ratios are low, but. 
he has a number of natural operating 
advantages. Even before the advent 
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of air conditioning, irrigation produced 
a summer peak to counterbalance 
the normal winter one. Still better, 
_until last year PG&E’s power pro- 
duction was divided equally between 
steam and low-cost hydroelectric. 
Black has spent $1.3 billion since 
the end of the war on expansion, more 
than doubling his generating capacity. 
Now, however, PG&E’s postwar 
building has fortunately begun to 
level off. But the decline is probably 
only temporary. On the agenda: a 
$149-million, 520,000 kw hydroelectric 
project in the Feather River and 
Kings River Basin, ready in 1959. 
Beset by pretty much the same 
growth problems as Pacific Gas & 
Electric, Southern California Edison, 
its neighbor to the south, has one 
major additional disadvantage: com- 
petition from federal and municipal 
power projects. This makes Southern 
California Edison President Harold 
Quinton’s nagging peak load problem 
a particularly sensitive one. Any fail- 
ure in capacity would be sure to bring 
howls of triumph from public power. 
Quinton is heavily committed to 
hydroelectric power, but water short- 
ages have made hydro sources partic- 
ularly undependable. During 1954, 
Quinton’s hydro stations (46% of ca- 
pacity) produced only 34.6% of his 


kw-h output. The Hoover Dam plant 
shows widely variant output. So Quin- 
ton has been expanding his more 
expensive steam generating capacity. 
Since 1949, he has boosted his hydro- 


capacity slightly less than 20%, his 
steam capacity more than 60%. 
“Southern California Edison,” says 
Quinton, “is well on the way to 3 
million kilowatts of capacity and a 
plant account of more than $1 billion.” 
Last year, Quinton upped his capac- 
ity 160,000 kw to 2.3 million, planned 
to add 465,000 kw more by 1958. 

Quinton’s sales distribution (resi- 
dential and farm: 42%) is somewhat 
less stable than Pacific Gas & Elec- 
tric’s. This has made him more sensi- 
tive to industrial turns, but has 
enabled him to keep his operating 
ratios on a par with PG&E's. Last 
year, Quinton sent his salesmen out 
waving appliances at housewives. Re- 
sult: sales up 13%. 

Industrial Grids 

Another sort of utility entirely is 
represented by geographically com- 
pact ones located generally in fairly 
mature industrialized areas. 

Easternmost of these is the New 
England Electric System, a loosely 
organized holding company control- 
ling 30 electric and gas subsidiaries 
scattered throughout New England. 
President Moore, is currently trying to 
integrate his widely scattered hold- 
ings. One step forward: Last year, 
Moore’s New England Power subsid- 
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iary bought out Connecticut River 
Power for $38 million. 

With 38.3% of his sales to residen- 
tial users, Moore is pretty well pro- 
tected against slumps in New 
England’s industry activity. But the 
average residential consumption is a 
mere 1,756 kw-h annually. Neverthe- 
less, Moore’s sales, while well below 
the industry average, have steadily 
risen more than 40% since 1945. 

Moore’s operating ratio it would 
seem, ought to be fairly substantial. 
Some 27% of his capacity is hydro- 
electric power, produced at the cost 
of about 15 mills per kw-h, and his 
highly efficient steam capacity is still 
fairly cheap at 71 mills for each 
kilowatt-hour. The system’s aver- 





STRINGING CABLE 
At the peak, a pinch. 


age fuel use is .93 pounds of fuel per 
kw-h, compared with a national aver- 
age of 0.99 pounds. One plant, Salem 
Harbor, uses only .69 lbs. per kw-h. 

With such efficiency, New England 
Electric ought to be doing pretty well, 
but isn’t. Net income is not sub- 
stantially higher than it was in 1939. 
Moreover, Moore’s operating ratio is 
one of the highest in the entire in- 
dustry. Reason: the system’s capacity 
is totally inadequate for the demands 
that are made on it. Moore is forced 
to buy as much as 23% of his total 
output from other utilities at 99 mills 
a kw-h, considerably higher than he 
produces it himself. 

But under Moore’s able manage- 
ment, this situation is improving. Be- 
tween 1946 and 1954, he spent $288 
million on construction, increased 
generating capacity 50%. Year by 
year, the percentage of purchased 
power grows smaller. A 150,000 kw 
hydro plant will be opened this year, 
and by 1958, Moore expects to have 


doubled his 1945 capacity. 

A far cry from the uphill struggle 
of New England Electric is the career 
of General Public Utilities Corp., 
risen phoenix-like in 1946 from the 
ashes of Associated Gas & Electric. 
Today one of the most popular in- 
vestment grade utility stocks on the 
market, General Public Utilities, con- 
sisting of five subsidiaries in Penn- 
sylvania and New Jersey and a sixth 
in the Philippines, is still caught in 
the clutches of the SEC and the Pub- 
lic Utility Holding Company Act. 

Quarry of the SEC’s hatchet: GPU’s 
profitable Philippine subsidiary, which 
the SEC has ordered GPU to divest 
itself of. But GPU, naturally reluctant 
to lose such a profitable property, has 
delayed, pleads the difficulty of find- 
ing a buyer for a $50-million property, 
points out that the Philippine govern- 
ment thinks GPU is doing a fine job. 
Says GPU President A'bert F. Tegen: 
“We will sell only when we get a full 
price.” 

Four years ago the SEC also ordered 
Tegen to sell his Northern Pennsyl- 
vania Power Co. subsidiary on the 
ground that it was not integrated with 
the rest of the system. Tegen shrewdly 
dallied, finally last year completed a 
115,000 volt transmission line con- 
necting Northern Pennsylvania Power 
with Pennsylvania Electric. On the 
basis of substantial resultant econo- 
mies, Tegen asked the SEC to rescind 
its order, permit the company to be 
merged with Pennsylvania Electric. 

Quite apart from his ingenuity in 
stalling off the SEC, Tegen is an able 
utility man, can boast a slim operating 
ratio. Since 1948, Tegen’s net has 
doubled on sales up some 50%. 

Efficient generation is largely re- 
sponsible for GPU’s low ratios 
Notable cost cutters: GPU’s new 135,- 
000 kw “cyclone” furnace, which 
burns either coal or gas; its Clear- 
field generator, one of the most effi- 
cient in the world, which uses only .7 
pounds of coal for each kw-h it pro- 
duces. GPU’s systemwide average fuel 
use: .9 pounds of coal per kw-h, down 
from 1.2 pounds in 1950. 

Adjacent to General Public Utilities’ 
Pennsylvania subsidiaries are a pair 
of quiet, relatively unspectacular 
country utilities, whose growth rate 
is just about average. But Pennsyl- 
vania Power & Light and West Penn 
Electric do their job well. 

Pennsylvania Power had the more 
spectacular year. Sales spurted dra- 
matically and President Charles F. 
Oakes received permission to merge 
209,000 kw Pennsylvania Water & 
Power into his system. Oakes has an- 
other merger in mind—with his sub- 
sidiary Scranton Electric. 

The bulk of Pennsylvania Power’s 
sales are domestic (40.7%), reflecting 
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All over the worid, technical ‘“‘Minute Men’”’ of the RCA Service Company assist the U.S. Army, Navy, Air Force. 


How RCA “Minute Men’’ give added strength 


to our Armed Forces everywhere 


At an Army camp in Northern Japan, RCA engineers 
check an outlying radar post. At an Air Force base in 
Florida, RCA specialists track a guided missile in flight. 
And at a Naval communication center in Guam, RCA 
technicians hurry to install a transmitter. All over the 
world, the technical ‘“‘Minute Men’’ of the RCA Govern- 
ment Service Department are assisting our Armed 
Forces. 

These “‘Minute Men”’—experts in electronic installa- 
tion, maintenance, and training—are backed by the 


RCA organization that provides the most complete 
electronic services and systems to the nation. Behind 
them stand RCA’s 37 years of experience in communi- 
cations and electronics; more than 70,000 RCA em- 
ployees in manufacturing plants stretching from coast 
to coast; plus the fullest research facilities devoted to 
electronics that industry has ever known. 

In all these ways, the RCA Government Service 
Department has proved its ability to give added strength 
to our Armed Forces in every part of the world. 


RADIO CORPORATION OF AMERICA 
ELECTRONICS FOR LIVING 
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Behind Today’s Miracle Machines... 
a Master’s Touch in Oil 





World’s largest outdoor turbine plant, producing 
electricity for Atomic Energy Works at Paducah, 
Kentucky... 


Giant eye of the Mt. Palomar telescope through 
which man sees farther into space than ever before... 


World’s most completely automated plant, manu- 
facturing automobile engines . . . 


First successful diamond-making machine . . . 


One of every six industrial wheels turning in the 


free world—more than half the big turbines (5000 
kilowatts and over)... 


All have one thing in common—SOCONY MOBIL’S 
master touch in lubrication. 


v . 

Good reason! Men who depend on machinery de- 
pend on SOCONY MOBIL, as a partner in its protection. 
* * * 

Wherever there’s progress in motion—in your car, 
your factory, your farm or your home—you, too, 

can look to the leader for lubrication. 





SOCONY MOBIL OIL COMPANY, 
LEADER 


INC. 


IN LUBRICATION FOR NEARLY A CENTURY 


Affiliates: General Petroleum Corporation and Magnolia Petroleum Company 
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the area’s growing population which 
has risen 42% since 1945. Air condi- 
tioning alone poured an extra $180,000 
into the till last summer, and resi- 
dential demand is rapidly outrunning 
Oakes’ industrial load. Rates, how- 
ever, are 2 problem. Litigation pend- 
ing since 1952 could cut annual rev- 
enues as much as $1.1 million a year. 

Oakes has spent $276 million on ex- 
pansion since 1945, constructed 63% of 
his present plant from the ground up. 
By 1958, Oakes expects to have an- 
other 282,500 kw capacity. 

West Penn’s President Earle S. 
Thompson buys power heavily from 
other utilities, but compensates for 
that disadvantage by capitalizing on 
a utility man’s dream: an evenly 
distributed load the year through. 
Result: West Penn’s operating ratio is 
almost as low as that of its efficient 
northern neighbor, GPU. 

With 41% of his revenues tied to 
industry, Thompson is in a somewhat 
more uneasy position than most other 
companies in the group. But it is not 
as bad as it looks. “The structure of 
our industrial power rates,” he says, 
“minimizes the effect of falling energy 
sales.” Moreover, industry in his area 
is booming. During the past ten years 
West Penn’s sales have doubled, but 
each year residential sales (currently 
39%) take up a larger, industrial 
sales a smaller, slice of the fiscal pie. 

For a streetcar line that grew up 
into an interurban and awoke one 
day to find itself a power company, 
West Penn has done pretty well. What 
investors eyeing its sub-average 
residential consumption (2,419 kw-h) 
and its high 2.96c per kw-h rates 
might wonder is whether the com- 
pany could not have done even bet- 
ter. West Penn’s plowback has given 
its earnings only a moderate boost. 

A thousand miles to the West, 
Union Electric of Missouri spreads 
out of St. Louis into the country 
where Tom Sawyer once won himself 
a Sunday School good conduct 
award. For his performance last year, 
Union Electrics Board Chairman 
Ralph E. Moody also deserves a palm. 

During the last ten years, like most 
utility executives, Moody has doubled 
his sales and earnings. But unlike 
most, he has treated the investor with 
uncommon kindness, not only paid 
out a generous 81% of his earnings 
during the last five years, but boosted 
earnings a record 48.8%. 

Judicious capital expansion has 
kept Union Electric’s generating 
capacity a wide margin ahead of its 
summer and winter peaks. Result: a 
modern and highly efficient plant 
which has kept costs down. 

Last year, with the final liquida- 
tion of the North American Co. ac- 
complished, Moody was consolidat- 
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ing his gains. He pushed sales up an 
additional 10%, despite the fact that 
he lost $1 million worth of sales to 
Electric Energy, Inc., which had put 
its own units into operation. He cut 
his operating ratio, continued to pro- 
mote appliance sales, mainly air con- 
ditioners and heat pumps. Result: he 
has wiped out Union Electric’s sum- 
mer sales valley, evened out its an- 
nual output. When his peak load rose 
to a new high last August, Moody 
speeded up work on his latest project, 
a high efficiency $36-million, 250,000 
kw generator scheduled for 1958. 
Too Many Customers 
Operating in the palm of the Michi- 
gan peninsula, Consumers Power 
shares Michigan’s head-long popula- 
tion growth with Detroit Edison, has 
chalked up a spectacular 176% post- 
war sales increase. President Daniel 
Earl Karn’s bustling electric revenues 
account for 67% of his sales, the 
rest coming from fast-growing nat- 
ural gas operations. Residential sales, 
the utilities’ biggest profitmaker, 
provide 42% of Karn’s electric rev- 


“art” of electrical generation, and 
his 4 million kw giant is his master- 
piece. Since he took over as president 
in 1947, he has largely rebuilt the 
company. Today it generates more 
power each year than any other 
utility, does it more efficiently. By 
1980, Sporn expects AG&E to boast 
a 15 million kw capacity, 
quadrupling its present rating. 

With a high 38.6% industrial load, 
Sporn is particularly hard hit when 
recessions occur, but he has compen- 
sated for it by vigorously building up 
his residential load, prodded resi- 
dential customers into consuming no 
less than 2,745 kw-h each year. He 
also thumps restlessly for industrial 
development in his 7-state, 46,000- 
square-mile area, currently is at- 
tempting to lure in Olin Mathieson 
and St. Joseph Lead. 

Sporn has shrewdly made sure that 
there is a coal mine at the entrance 
of most of his generating plants. 

With most of the $700-million post- 
war expansion program now complete, 
Sporn spent only $87 million on ex- 
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enues. Automobile, machinery, met- 
al, furniture, chemicals, and paper 
manufacturers help push Karn’s in- 
dustrial revenues to a fat, if fluctuat- 
ing, 32%. 

Karn has a hard job keeping up 
with demand. “Today,” says he, “there 
are well over two and a half times as 
many appliances available as there 
were 20 years ago.” Karn has kept 
abreast of his fast-rising peak loads 
only by laying out $475 million for 
expansion since 1945, $73 million of 
it last year. 

Country Cousins 

Stretching from the Appalachians 
southward to the Gulf are a group 
of large rural holding companies 
doing the most bustling utility busi- 
ness anywhere in the nation. 

Paragon of this group, and a model 
for the industry, is American Gas & 
Electric Co., which hasn’t sold any 
gas in nearly 40 years. Its boss, Philip 
Sporn. probably knows as much 
about making electricity as anyone. 

Unlike most utility executives, 
Sporn is much given to talking of the 
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pension last vear, plans only an 
$84-million outlay in 1956. Last year, 
for the first time since 1947, Sporn 
did not open a new plant. But eagle- 
eyed Philip Sporn foresees a peak 
twice as high as at present by 1965, 
expects to add another 800.000 kw 
to his capacity. Last year his out- 
put passed the 10-billion kw-h mark 
in power production in the first half 
for the first time. 
Southern Comfort 

Due south of Sporn’s utility utopia 
lie Middle South Utilities and South- 
ern Co., two of the fastest growing 
utilities in the U.S. Middle South’s 
area—Arkansas, Mississippi, Louisiana 
—still retains an agricultural atmos- 
phere, but in Southern’s empire— 
Alabama, Georgia and Northern 
Florida—industrialization is in full 
swing. Currently Middle South’s 
growth is the more impressive. 

Middle South’s Edgar Dixon has 
a shrewd eye for the possibilities. 
When Middle South’s subsidiary 
Arkansas Power & Light failed to 
make a fair rate of return last year, 
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Dixon promptly boosted rates 12.5% 
to bring in an additional $3.9 million 
a year. But the PUC refused permis- 
sion, ordered Dixon to refund the 
money. He appealed to the courts, was 
refused again, is prepared to take the 
matter to the Supreme Court. Mean- 
while the bonded collections mount 
daily, probably account for as much 
as 29c per share of 1955’s net. 

Set in a still largely agricultural 
area, Middle South’s farm and resi- 
dential sales amount to 35% of rev- 
enues. Residential consumption is 
distinctly substandard, and Dixon has 
been aggressively promoting use of 
appliances like air conditioners and 
electric stoves. Dixon’s summer peaks 
have outrun his winter peaks for 
years, and air conditioning has thrown 
his load way out of kilter. A cool 
damp summer last year reduced 
revenues from air conditioning, re- 
frigeration, and irrigation somewhat, 
but last summer’s peak still topped 
1954’s by a good margin. 

Middle South is also beset by ris- 
ing fuel costs—most of its generators 
are gas fired. Efficient generators have 
driven fuel use per kw-h down more 
than 30% since 1945, but most of Dix- 
on’s newer plants are equipped for 
quick conversion to oil or coal. 

With the heaviest part of his $464- 
million postwar expansion program 
behind him, Dixon has quadrupled 
his capacity, last year added another 
135,000 kw. He plans to add another 


300,000 kw by the end of 1958, an- 
other 200,000 kw a year later. “At 
present,” he says, “we are projecting 
our load growth at an annual 8%%.” 


Edgar Yates’ Southern Co., the 
largest electrical system in the South, 
registers somewhat less spectacular 
growth than Middle South, makes up 
for it in efficiency. With 50% of its 
capacity installed since 1948, Southern 
is reaping the benefits. Some 28% of 
its generation is hydro, and much of 
its steam is fired by coal produced 
at Southern subsidiary Alabama 
Power’s Gorgas mine, source of 
nearly 20% of the system’s fuel needs. 

Southern’s residential revenues, 
now a healthy 35% of the total, are 
gaining yearly. But industrial sales 
are also steadily rising. During the 
past five years, 550 large new in- 
dustrial plants—about $484 million 
worth—have opened in Southern’s 
territory. Major project in the offing: 
a $100-million, 10-year d2velopment 
program on the Coosa River, which 
should add another 360,000 kw of 
hydroelectric power. 

Growth Corner 

Two other utilities to the west of 
the Dixon-Yates territory, Central 
and South West and Texas Utilities, 
are piling up impressive growth 
records. Central and South West is 
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growing more sedately than Middle 
South, Southern, or Texas Utilities. 
But its pace is still.10% above the 
national average. Though the com- 
pany serves such large cities as 
Shreveport, Tulsa, and Corpus 
Christi, its territory is for the most 
part agricultural, oil country and 
cattle country in the process of be- 
coming increasingly industrialized. 

Central’s president, John S. Os- 
borne, has been doing his best to raise 
his residential sales still higher, vigor- 
ously promotes use of appliances. But 
the campaign has boomeranged some- 
what. With air conditioning topping 
normal loads from irrigation and cot- 
ton ginning, Osborne’s summer peak 
is becoming a serious problem, last 
summer rose to a record 1,299,000 kw. 
The system’s capacity is 1,377,357 kw, 
but this includes 179,037 kw of pur- 
chased power. 
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Industrial users take the lion's share of 

electrical output, but domestic users pro- 

duce the bulk of the utilities’ revenues 
and profits. 
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With -his year-long sales valley 
falling in February, Osborne has been 
trying to talk his customers into 
using heat pumps to offset it, gets a 
lot of competition from cheap locally- 
produced natural gas. By the end 
of this year, Osborne expects to add 
another 440,000 kw, raising his total 
capacity to about 1,730,000 kw. But 
this probably won’t do much more 
than hold his current 10% margin 
over the rising peak demand. 

Lone Star 

Cutting across the are of Central 
and South West’s system in north- 
central Texas is George Lester Mac- 
Gregor’s Texas Utilities, probably the 
fastest growing sizable electric utility 
in the U.S. Since 1945, Texas Utili- 
ties’ revenues have tripled. More 
surprisingly, profits have more than 
kept the pace. But large power sales 


to Alcoa ended two years ago, and 
since then Texas Utilities’ growth has 
been less rapid. 

Texas Utilities has a combination 
of happy advantages: the territory’s 
fast-growing population, up 20% 
since 1950; its location, plunk in the 
heart of the Texas natural gas fields; 
fast-growing industry, up 500% since 
1939; local, rather than state rate 
regulation. The rest you can blame on 
management. 

MacGregor’s major current prob- 
lem is simply keeping ahead of his 
high summertime load peak, which 
has been skyrocketing every sum- 
mer since air conditioning came into 
general use. But Texas’ five months 
air conditioning season helps greatly. 
He is also trying to level off his 
winter valley by promoting such 
year-round appliances as heat pumps. 
For efficiency, he builds open air 
plants. Since 1945, MacGregor has 
spent $400 million on construction, 
plans to lay out another $200 million 
over the next three years, including 
addition of another 490,000 kw capac- 
ity. Stockholders’ major complaint: 
MacGregor is too thrifty, hands out 
only slightly over 50% of earnings in 
dividends, a substandard payout. 

Foreign Affairs 

A holding company with subsidi- 
aries in Cuba, Central and South 
America, American & Foreign Power 
had a somewhat rocky year abroad. 
Board Chairman Robertson was ne- 
gotiating with Peron regarding the 
company’s Argentine holdings, which 
had been seized in the 1940s, when 
Peron was deposed and negotiations 
fell through. In Brazil a few months 
later, another revolution rocked the 
country just as Robertson had finally 
succeeded in working out exchange 
rates for his 1954 dividends. In in- 
flation-ridden Chile, Foreign Power 
subsidiaries won a 73% rate increase, 
but negotiations over rate exchanges 
resulted in the release of only $200,- 
000 in dividends. 

Elsewhere through American & 
Foreign Power’s precincts things were 
fairly calm. In October Robertson 
placed orders for three 10,000 kw 
atomic power plants, the first com- 
mercial atomic units in Latin America. 
Target date: 1958. 

American & Foreign Power’s prob- 
lems continue. Its costs are rising, 
rates remain fixed, foreign currencies 
depreciate, and exchange controls 
prevent import of money. But most 
important, politics in volatile Latin 
America are always uncertain. Rob- 
ertson, however, points to South 
America’s growing industry, expand- 
ing population, and rising living 
standards as the token of his com- 
pany’s prospects. Most investors 
would rather go to the races. 
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50 million times a day 
at home, 
at work or 


on the way 


There’s 
nothing 


1. SO BRIGHT IN TASTE . . . nothing like it for sparkling, tangy goodness. 


2. SO QUICKLY REFRESHING .. . nothing like it for a bracing 
bit of energy to bring you back refreshed. , 


"COKE" 16 A REGISTERED TRADE- MARK COPYRIGHT 1955, THE COCA-COLA COMPANY’ 
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GIANT HOME BREWERY OF ANHEUSER-BUSCH (ST. LOUIS) 


BREWERS 


For the men who brew the beer to 
quench the U.S.’s $5 billion-a-year 
thirst, 1955 was a year in which to be 
thankful for small favors. The good 
news, though promising well for the 
future, still loomed little bigger than a 
man’s hand. But the bad tidings were 
popping out all over. 

As they have been for the past eight 
years, the woes that beset the indus- 
try were both varied and tough, but 
basically they boiled down to three 
factors: (1) a public so short on brand 
loyalty that one year’s best-seller can 
turn intonext year’sdrug-on-the-mar- 
ket in less time than it takes the brew- 
ers to dream up a new singing jingle; 
(2) a very real danger of pricing 
themselves right out of business every 
time the brewers try to tack a few 
cents on a case of beer to cover rising 
costs; and (3) a cut-throat situation 
where brewers with 125 million bar- 
rels of annual brewing capacity are 
scrabbling for an 86-million barrel 
market. 

The good news, on the other hand, 
was still little more than an encour- 
aging squiggle on industry sales 
charts. Nevertheless it was raising 
hopes in many a battered brewer’s 
breast: in 1955, for the first time since 
1947, U.S. beer drinkers washed down 
an appreciably greater volume of brew 
than they had the year before. The 
nation’s consumption foamed up by 3 
million barrels to 86 million, the ‘rst 
important upturn since the beer bus- 
iness began sliding in 1948. It was 
enough to set more than one brewer 
to counting the years until the post- 
Depression baby crop would come of 
beer-drinking age. “The greatest 
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share of beer consumption,” Goebel 
Brewing’s President Edwin John An- 
derson told worried stockholders, “is 
in the 21 to 40 age group. Population 
analyses indicate the increase in the 
2l-year age group .. . will continue 
for many years to come.” 
A Game of Survival 

The way things were going in the 
beer trade last year, however, Wall 
Street was more than a little dubious 
whether some of today’s breweries 
would last long enough to compete 
for the prospective new customers. 
In the last five years alone 150 of the 
400 breweries in the U.S. have closed 
their doors. At least 100 more are just 
hanging on in the hope of finding a 
buyer or a merger. 

Even such famed names as Milwau- 
kee’s 11l-year-old Pabst Brewing Co. 
had skidded badly, dropping from first 
place in point of barrel sales in 1946 
to a probable fifth place in 1955. De- 
troit’s Goebel Brewing, badly bloodied 
in its unsuccessful invasion of the 
West Coast, closed its Oakland, Cal- 
ifornia brewery, and retreated to the 
Midwest where it faces a desperate 


——-— BOX $CORE-_——. 


Here is how FORBES’ editors rate 
the capabilities of the manage- 
ments of eight brewing companies 
(100% = perfection): 
Anheuser-Busch ($163.7)*.... iv. se 
Canadian (131.03) . re 
Pabst (93.0)... se 
Falstaff (36.6). . ce 
Pfeiffer (19.0) . . 65 
Ruppert (17.9)... .. 80 
Goebel (16.1)... ere 
Drewrys (14.2).. 


*in parentheses, total assets in millions as of 
latest report 











challenge in its home territory 

Amidst all the turmoil last summer 
Anheuser-Busch President August 
Adolphus Busch made what turned 
out to be a prophetic remark. “This is 
the year,” said he, “that we are going 
to separate the men from the boys in 
the brewing industry.” As the battle 
for the brew-fancier’s favor kept get- 
ting rougher, it became apparent that 
some brewing managements were not 
fit for the rigors of the fight. It be- 
came equally apparent that there 
would be some new faces at the head 
of the queue when the 
down. 

St. Louis’ nimble Falstaff Brewing 
Co., for one, actually thrived on the 
competition, pushed both sales and 
profits to an alltime high last year. 
With sales up 12% in the first nine 
months, Falstaff’s youthful (36) Pres- 
ident Joseph E. Griesedieck was so 
unbelievably prosperous that he had 
to ration some of his wholesalers at 
the height of the thirst season in July 
—when many a competitor was sitting 
with idle capacity. Also flourish- 
ing in the heat of the battle, although 
to a lesser degree, was little Drewrys 
Ltd. U.S.A., Inc. of South Bend, In- 
diana. Drewrys last year continued 
the phenomonal growth in sales and 
profits that had enabled the company 
to double sales in just five years, show 
its heels to competitors such as Goe- 
bel, Pfeiffer, Blatz and to blossom 
from a closely-held, obscure Mid- 
western brewer to a listing on the New 
York Stock Exchange 

But with companies such as Falstaff 
and Drewrys siphoning off larger 
shares of a relatively static market, 
and with Canadian Breweries, Ltd 
expanding a U.S. bridgehead with its 
Carling label, the shoe was bound to 
pinch somewhere. It did, and not even 
mighty brewers like Anheuser-Busch 
were spared. The venerable brewer of 
Budweiser suffered a $12-million sales 
decline in the first nine months, re- 
luctantly surrendered first sales place 
to the big, privately-owned Schlitz 
Brewing Co. 

Detroit Casualty 

But worst hit of all was Detroit's 
once flourishing Pfeiffer Brewing Co 
Reeling before an invasion of its home 
market by expanding regional brew- 
ers such as Falstaff, Pfeiffer’s sales 
slumped from $24.1 million in 1953 to 
$18.6 million in 1954. Last year Presi- 
dent Alfred Epstein, 61, put some 
fizz into sales by acquiring St. Paul, 
Minnesota’s ailing Jacob Schmidt 
Brewery. The acquisition did make 
Pfeiffer’s sales charts look better but 
earnings were, if anything, flatter than 
before. After falling from $1.40 in the 
first three quarters of 1953 to 43c in 
1954, they evaporated to a vapid 17c 
last year. 


dust died 





It was a painful comedown for Ep- 
stein. Snugly ensconced in Detroit and 
Flint, Michigan, with his two-million 
barrel breweries, Pfeiffer had one of 
the most enviable positions in all U. S. 
beer-dom. Those lusty beer quaffers, 
the auto workers of Detroit, were such 
good customers that Epstein had little 
incentive to go out and look for more. 
This cozy, low-cost operation gave 
Pfeiffer far and away the best profit 
margins in the industry—as high as 33c 
on the sales dollar in 1949, compared 
with Anheuser-Busch’s 20c and Fal- 
staff's 25c in the same year. But 
Pfeiffer grew sleek and lazy. Leaner, 
hungry brewers reached out for 
Detroit’s rich markets. 

By the time Pfeiffer woke up and 
tried to defend itself, things had gone 
almost too far. In the prosperous 
Forties and early Fifties Pfeiffer had 
earned an average of 19% on stock- 
holders’ equity. In the latest 12 months 
President Epstein was able to squeak 
through with only a pitiful 2% return. 
Buckling down to the almost hopeless 
task of rebuilding his lost position, 
Epstein borrowed $4.9 million, stopped 
paying dividends and set about trying 
to make up in Minnesota some of the 
sales he had lost in Michigan. 

Secret Ingredient 

Pfeiffer’s fate demonstrated what 
should have been an obvious fact for 
other industries, where demand had 
not yet caught up with supply: when 
demand stops growing, a company can 
plow ahead only at the expense of 
competitors. And when that day comes 
—as it has in the beer industry—doing 
business becomes a daily struggle for 
survival of the fittest. Breweries with 
excess beer to sell, thought nothing 
about snatching business from a com- 
petitor at prices that left little room 


GRIESEDIECK OF FALSTAFF 


Rationing in the thirst season. 
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BREWING VATS 


What is the secret ingredient? 


for profit. In the jungle that was the 
beer industry, quarter was neither 
asked nor given. 

Quite obviously good management 
is the key to success in such a sit- 
uation, and investors who had bought 
beer stocks purely on past perform- 
ance received some brutal shocks last 
year. Pfeiffer, which sold at 25 in 
1950 on the basis of its seemingly solid 
$2 annual dividend, tumbled to 6%. 
Pabst went into a tailspin that carried 
it from 32% in 1950 to a recent 11, on 
the way down slashed its dividend 
from $1.40 to 70c. For many investors, 
the beer stocks provided a costly but 
unforgettable lesson in the importance 
of measuring management before in- 
vesting. 

Good management, of course, is not 
easily measured, but its results are— 
both on sales curves and balance 
sheets. Last year in the brewing in- 
dustry, Falstaff’s Joseph E. Griese- 
dieck proved beyond doubt that he 
possessed in ample measure the in- 
gredients that make for good manage- 
ment. Falstaff started the race with 
certain apparent disadvantages. Its 
Falstaff beer did not have the national 
coverage of, say, Budweiser or Pabst 
Blue Ribbon. Nor were Falstaff’s as- 
sets of $38 million much of a match for 
Anheuser-Busch’s $164 million or 
Pabst’s $93 million. 

But Griesedieck turned these theo- 
retical drawbacks into advantages. 
One of the keys to Falstaff’s success 
has been a deliberate policy of limit- 
ing its horizons, holding to markets 
within a 250-mile radius of its brew- 
eries and not entering a market until 
it was certain to make a major splash 
there. 

Fiscal Finesse 

Thanks to short shipping areas and 

heavy but concentrated advertising, 


Falstaff has been able to sell its beer 
to wholesalers for as much as 30c a 
case below other “premium” beers like 
Budweiser. 

Needless to say, this has made Fal- 
staff popular with distributors. But 
Falstaff’s cautiously aggressive poli- 
cies have borne the earmarks of fiscal 
finesse as well as of marketing know- 
how. Falstaff has not tried to match 
Gus Busch’s expensive from-the- 
ground-up building of mammoth new 
breweries. Falstaff has preferred 
piecemeal, decentralized operations. 
For example, it cost Falstaff just 
$363,000 to break into New Orleans 
by way of buying a 150,000 barrel 
brewery there. To supply the same 
market, Gus Busch laid out a cool $20 
million for a gleaming 1-million bar- 
rel brewery. By the same _ token, 
Busch spent $20 million on his Cali- 
fornia brewery, while Falstaff picked 
up a 500,000 barrel plant in Jose, Cali- 
fornia for just $3 million in stock 
Griesedieck’s latest coup was the leas- 
ing of Fort Wayne, Indiana’s Berghoff 
brewery. Without committing any 
sizable amount of capital, Griesedieck 
thus tacked 500,000 barrels onto his 
annual capacity, opened a new area to 
Falstaff salesmen. 

This thrifty expansion has looked 
well on the balance sheet. Whereas 
Griesedieck’s 3.9-million barrel capac- 
ity stood on the books at just under 
$6 a barrel, Anheuser-Busch’s 8.8- 
million barrels of capacity repre- 
sented an investment of $11 each. 

For stockholders, this fiscal finesse 
has paid off. Falstaff’s 11% pretax 
profit margin of 11c on the sales dollar 
was only a shade better than An- 
heuser-Busch’s 10c. Yet, thanks to this 
more efficient use of stockholders’ 
equity, Falstaff earned an 18% re- 


SMITH OF DREWRYS 
Opportunity in the jungle. 


ForBEs, JANUARY 1, 1956 





turn on capital against Anheuser- 
Busch’s 8%. 
Embattled Scion 

But August Adolphus Busch, that 
flamboyant, irrepressible scion of four 
generations of brewers, had more than 
return on capital to worry about last 
year. Surrounded by relics of family 
fame in St. Louis, Busch let himself 
get out of touch with beer selling and 
beer drinking at the grocery super- 
market and corner saloon level. By 
midyear, Budweiser sales had slumped 
sharply. Not even booming sales for 
Busch’s yeast-malt-corn products and 
refrigerated cabinet sidelines had 
saved net profits from dropping a full 
third to 97c a share. Much to his 
credit, Gus Busch realized something 
had to be done—and done fast. Leav- 
ing his imposing, 70-city block St. 
Louis brewery behind him, Busch hit 
the road in his gaudy private rail car 
to talk to customers and distributors. 
“I was,” said he, “worried and decided 
to see for myself what was wrong.” 

When he came back Gus Busch said 
little. But he did a great deal. He 
kicked cousin Adalbert von Gontard 
upstairs to vice chairman and brought 
in an outsider, J. Harold Kolseth, to 
replace him as sales manager. Busch 
and Kolseth cut Budweiser prices 
back to $2.45 a case, eliminating the 
1954 price boost which had started 
Budweiser on its long slide from the 
$72 million summer-quarter sales of 
1953 to $57 million in the summer of 
1955. That price boost, Busch told 
stockholders, “was probably the worst 
mistake in the company’s history.” 

To take up some of the 40% slack 
in the company’s brewing capacity 
throughout the year Busch continued 
to test a lower-priced beer. In the 
beginning at least, the results of the 
new Busch Bavarian brand were not 
impressive, but the costs were: partly 
as a result of the costs of the new 
brew advertising, selling and delivery 
costs rose from 17.6c on the sales dol- 
lar in the first three-quarters of 1954 
to 20.5c last year. 

But for all its problems, Wall 
Streeters were far from writing An- 
heuser-Busch off the list of effective 
contenders. Operating the most mod- 
ern breweries in the country and still 
unchallenged for second place in the 
industry, the company was fighting 
hard to regain its feet. As the year 
drew to a close, Gus Busch—whose 
company has a model program of 
stockholder relations in an industry 
where the rights of small stockholders 
are not~ highly regarded—had reas- 
suring words for his 11,000 co-owners. 
“The decline in sales,” said he, “has 
been reversed. . . . I sincerely believe 
we are on our way.” 

Pabst’s Problems 
Such words of comfort were denied 
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FILLING ’EM UP AT 


BOTTLING PLANT 


A year for small favors & big hopes. 


last year to stockholders of Mil- 
waukee’s famed, 1ll-year-old Pabst 
Brewing Co. Pabst, once a blue chip 
of the industry, lost another 9% on 
sales that had already slumped 17% 
in two previous years. President Har- 
ris Perlstein, 63, who has been run- 
ning Pabst since Repeal took the 
wraps off the breweries, was throwing 
in everything but the brewing vats in 
an effort to turn the tide. When his 
Tap-a-Cola line of canned soft drinks 
went sour last year Perlstein pushed 
harder on his Hoffman soft drink 
lines, prepared to reintroduce the 
canned soft drinks under the famed 
Pabst label. But sales of his mainstay, 
Pabst Blue Ribbon Beer, continued 
to slide. 

Grasping at gimmicks, Perlstein 
proudly unveiled a novel new quart- 
size beer can with a snap cap, bub- 
blingly referred to it as “the first 
completely new development in beer 
packaging since Pabst introduced the 
beer can nationally in 1935.” But in 
the beer business there are seldom 
second chances. The betting is that 
it will take more than snap caps and 
big cans to put Pabst back on top. 


In his fight for a comeback, how- 
ever, Perlstein could derive some com- 
fort from the precedent set by Man- 
hattan’s old Jacob Ruppert brewery. 
Towering (6 foot, 4% inches) Presi- 
dent Fred Lindner had _ literally 
brought Ruppert back from the brink 
of the grave. When a series of brutal 
strikes and changing public tastes 
began to dry up sales of the old Rup- 
pert brew, Lindner dropped both the 
old name and the old formula. He 
brought out a lighter beer, dubbed it 
Knickerbocker and launched a hard- 
hitting advertising campaign (spear- 
headed by Steve Allen’s TV shew and 
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some of the most annoyingly catchy 
slogans in the business). He also sold 
the money-losing Norfolk, Virginia 
brewery and stopped selling beer in 
New England and upstate New York 
where the cost of shipping ate up the 
profits. After several brutal years, 
Ruppert got safely in the black in 1952 
and has stayed there ever since. 

Lindner’s problems, however, are 
far from over. Draught beer is less 
profitable than packaged beer. Rup- 
pert still delivers 40% of its beer in 
barrels for draught sales in taverns, in 
contrast to the rest of the industry 
which now delivers 77% in bottles and 
cans. Moreover, by selling his beer in 
the Manhattan area, Lindner must 
contend with some of the highest costs 
and toughest competition in the entire 
industry. Just to stay even he is 
spending 32c on every sales dollar for 
advertising, delivery and administra- 
tive expenses in contrast to Anheuser- 
Busch’s 20c. 

Drewrys Breweries 


In these respects Fred Lindner 
might well envy Carleton A. Smith, 
chairman and largest stockholder of 
Drewrys. An early convert to the 


cult of packaged beer, Smith is well 
ahead of the national average in his 
concentration on cans and bottles 
Like Falstaff, Drewrys did its ex- 
panding by thriftily acquiring older 
breweries at knock-down prices. By 
picking and choosing his markets care- 
fully, Drewrys’ Smith has been able 
to pinpoint the targets for his $2 mil- 
lion worth of annual advertising while 
national brewers like Pabst fired off 
broad salvos, often hitting customers 
in areas where Blue Ribbon was not 
penetrating. 

But in 1955’s confused infighting 
even surefooted Drewrys found the 
going a bit tough. Sales inched for- 
ward just 4.7% in the first nine 
months, just a touch above the 3.1% 
improvement for the industry as a 
whole. It was, to be sure, not as good 
a showing as the 12% upturn made by 
Falstaff, but then Drewrys did not 
have the added advantage that Fal- 
staff gained from the addition to its 
sales totals of the newly leased Berg- 
hoff plant. 

There has, however, been a great 
deal in common between the Drewrys 
and Falstaff approach. Drewrys has 
shared with Falstaff a shrewd ra- 
tionale of growth: by concentrating 
their ammunition (Falstaff in the 
south, midwest and California; Drew- 
rys in the midwest) both have avoided 
the need for expensive shipping and 
for broadside firing off of expensive 
advertising dollars in areas where 
coverage is slim. 

This lesson was lost on Detroit's 
Goebel Brewing Co. Goebel went all 
the way to California in one stride to 
try to expand its marketing area. In 
this Goebel earned an “A” for effort 
but a “D” for results. True, Goebel 
President Edwin John Anderson, 53, 
was one of the first eastern brewers 
to go west with his purchase in 1949 
of a 500,000-barrel Oakland, Califor- 
nia brewery. The move boosted Goe- 
bel’s sales but not its profits. Goebel 
found itself in strange territory, hard 
beset not only by local brewers but 
by later invaders from the east such 
as Pabst, Anheuser-Busch, Falstaff, 


BREWERS IN FERMENT 


1955 has been good to some brewers, brutal to others 
Nine 
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ANHEUSER & BUSCH 
A time to hit the road. 


Schlitz. 

Unable to gain a West Coast foot- 
hold, Anderson late last year threw 
in the towel, closed down his Oakland 
plant. At home in Detroit Anderson 
had other troubles. The ceal he made 
last year to produce a premium priced 
beer under license from Dublin’s 
famed Guiness brewery was not 
bringing in sales dollars as fast as 
Anderson had hoped for when he 
launched the venture. With sales off 
nearly 20% in the first nine months of 
last year, Goebel settled down for 
some real belt-tightening, suspended 
dividend payments. 

Invasion 

With five of the eight U.S. brewers 
in Forses’ survey losing ground, the 
U.S. last year did not look like a very 
good place for a newcomer to start 
peddling beer. This, however, has not 
fazed Toronto’s big Canadian Brew- 





CHANGING 
BEER STYLE 


The old-time stein of “suds” is giving way 
to modern bottle brews. In 20 years the 
percentage of bottled brews has over- 
taken draft beer, now leads 3 to 1. 
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subsidiary, Carling Brewing Co., was 
hard at work finishing a new 500,000 
barrel brewery at Natick, Mass. near 
Boston. “Carling,” Canadian Brew- 
eries President Edward Plunkett, 54, 
told stockholders, “will become one 
of the top U.S. brewers . . . and will 
probably become our most important 
operation.” This was a big promise. 
With more than half of Canada’s 8.8- 
million-barrel market firmly initsown 
or affiliates’ hands, Canadian Brewery 
is the behemoth of Canadian beer. To 
sell as much in the U.S. as it does in 
Canada, the company would probably 
have to move into third place in this 
country, right behind Budweiser and 
Schlitz. Wall Streeters, while im- 
pressed with Carling’s progress, were 
not so sure that ambitious Edward 
Plunkett could so easily reach his 
goal. 

Should Plunkett succeed, he will 
have pulled off one of the neatest 
marketing tricks of the decade. For 
there is no sign of a letup in the com- 
petitive pace of the U.S. brewing in- 
dustry. To make matters worse, prices 
show no signs of catching up with 
costs—as Gus Busch learned when he 
boosted prices. In November, malt, 
the brewers’ main raw material, rose 
7%. Labor costs that averaged 21.8c 
on the sales dollar in 1954, edged up 
to 23.5c last year. 

Are Profits Real? 


In the face of all these problems, all 
but the best of managements were hard 
put to avoid stumbling. In fact it can 
seriously be questioned whether even 
Falstaff and Drewrys have done as 
well as sheer sales figures would in- 
dicate. Falstaff has plowed more than 
$3 a share worth of profits back into 
the business in the past five years, 
yet net earnings still remain below 
the 1948-49 level. Drewrys has 
doubled sales since 1950, but for all 
that trouble, profits are up hardly 
30%. As Falstaff’s able Joe Griese- 
dieck put it: “Competitive forces have 
held beer prices down and demanded 

. more costly advertising and sell- 
ing techniques.” 

Considering all this, most Wall 
Streeters are inclined to discount the 
optimists who think that the beer 
industry’s problems are going to be 
solved easily. The consensus of Street 
opinion is that only tip-top manage- 
ment can help—that and the passage 
of enough time for a growing popula- 
tion to soak up the present 30 million 
barrels of surplus capacity. 

At year’s end most brewers were 
inclined to agree, privately at least, 
that their troubles were far from over. 
There was plenty of determination in 
the industry but not much blowing of 
trumpets. Gus Busch was a case in 





SHRINKAGE 


While total sales of the U.S. Brewing 

industry have been going up $600 

million in seven years, net profiis 

have shrunk from 12.2% to 5.4% of 
sales. 


12.2% 11.4% 17.2% 6.6% 6.2% 
Net profit to sales. 











point. In a long, frank letter to stock- 
holders, written during the closing 
weeks of 1955, Busch detailed the 
problems that had rocked Anheuser- 
Busch and its Budweiser during the 
year and the efforts he had made to 
deal with them 
lieve,” 


“T have reason to be- 
wrote he, “that the months of 
intensive work by our own staff and 
those of our wholesalers are beginning 
to be felt.” But Busch made no ex- 
travagant promises. In closing, the 
usually ebullient Busch added a note 
of unusual caution. “Of course,” said 
he, “it will be some time before we 
are completely satisfied.” 


PEARLSTEIN OF PABST 


Second chances are rare. 





SALK VACCINE TEST 
Little prestige and no profit in 1955. 


DRUGS 


Ir the U.S. drug industry’s experience 
was any true measure, Americans 
went through 1955 with their mouths 
wide open and their upper arms bared. 
Altogether, they consumed roughly 
$982 million worth of ethical (i.e., pre- 
scribed) drugs and dosed themselves 
with some $550 million worth of pro- 
prietary (i.e., patent) remedies. It 
was just the kind of restorative the 
drug industry itself needec after 
three years of relapsed sales and 
earnings beginning in 1952. 

Up until then, the industry had been 
growing as fast as a prize shoat lib- 
erally dosed with growth-inducing 
antibiotics. In the previous three 
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Here is how FORBES’ editors rate 
the management capabilities of ten 
major ethical and proprietary drug- 
makers (100% —perfection): 

Ethical Drugs 

|. 6: 

Parke, Davis (110.9) 

Pfizer (102.6) 

Abbott (97.2) 

Proprietaries 

American Home Products (130.4)... 

Sterling (130.5) 

Bristol-Myers (57.1)..... 

Warner-Lambert (43.9). ... 

Vick Chemical (43.7) 

Norwich Pharmacal (16.1) 


*In parentheses, total assets in millions as 
of latest report. 











years, from 1949 to 1951, ethical drug 
sales had soared from $714 million to 
$1.1 billion a year. There seemed to 
be no end in sight, and as far as unit 
sales were concerned there wasn’t 
any—and still is not. But competition 
brought on an epidemic of price cut- 
ting, and many of the antibiotics, no- 
tably penicillin and streptomycin, sud- 
denly became a drug on the market. 
Drug equities, until then the very 
darlings of Wall Street, rapidly lost 
much of their former fiscal potency. 

They have been long recovering 
But by last year the prognosis was 
good and it was clear that the 
was over. The drugmakers, in fact, 
were showing every sign 0o/ vigcrous 
health. Especially encouraging symp- 
toms: industry-wide sales up 10%, 
profits up a lusty 17%. Better yet, 
there was a notable widening in profit 
margins. To be sure, the drugmakers 
were still a long way from matching 
the phenomenal 25% pretax return on 
sales they scored in 1951. That figure, 
however, had probably been too high 
to be maintained long anyway 

Plus & Minus 

The star performers in 1955, on a 
comparative showing, were the ethical 
drugmakers. It had been they who 
had sunk farthest in the early 1950’s, 
and it was they who had the longest 
way to come back. Thus, not surpris- 
ingly, among the Big Four ethical 
drugmakers it was staid, old Parke, 
Davis which posted the largest gains 
in 1955’s first nine months. Against a 
3% rise in net on 7.7% higher sales for 
Merck, big Parke, Davis chalked up 
no less than 12% higher gross ($90.2 
million) and a whacking 35.1% ad- 
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vance in net (to $9.5 million). 

As far as such figures go, they were 
good news indeed. But on the other 
side of the ledger there were some 
disturbing facts. 

One such was that the biggest gains 
had been scored not by the Big Four 
drugmakers, but by some fast-moving, 
up-and-coming second-rankers in the 
field. One notable performance was 
that of little ($18 million assets) 
Schering. Thanks to a big bonanza in 
its “Meti” anti-arthritis drugs, Scher- 
ing more than doubled its sales and 
better than quadrupled its earnings. 
That this was no fluke was clear from 
the performance of Philadelphia's 
medium-sized Smith, Kline & French 
It also hit the jackpot last year, with 
nine-months sales up 45.6%, net up 
64%. In fact, Smith, Kline & French 
was seriously threatening to 
fourth-ranking Abbott in sales, 
whereas just five years ago Abbott's 
gross was twice as large as the Phila- 
delphia drugmaker’s. 
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But there was also more than enough 
cause for second thoughts about 
the drugmakers’ apparent prosperity 
in another comparison. A cross-sec- 
tion of U.S. industry, involving some 
749 companies, boosted earnings 31°; 
in 1955’s first nine months. Against 
that showing, the drugmakers’ 17° 
rise in net did not look very impres- 
sive, especially considering the de- 
pressed point from which their gains 
were scored 
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Ins & Outs 

Yet one thing at least was sure: the 
drug industry at large does not suffer 
from any lack of growth potential. 
With the nation’s population rising 
steadily and much of its growth in the 
big drug-consuming infant and elder- 
ly age groups, the drugmakers have a 
virtual built-in gurantee of an auto- 
matic 10% sales gain each year. By 
1965, according to Eli Lilly’s knowl- 
edgeable and hard-headed President 
Eugene N. Beesley, prescription drug 
sales will hit $1.65 billion a year. 

Still, it is equally evident that this 
impressive potential does not hold any 
guarantee of prosperity for the drug- 
makers taken individually. More and 
more, as last year’s events amply 
proved, the race is going to the swift. 
One big reason is the heightening im- 
portance new drug products are as- 
suming in producers’ fortunes. 

How vital new discoveries are to a 
drugmaker’s fortunes is abundantly 
evident in a startling fact: at least 
one-fifth of all today’s ethical drug 
sales are accounted for by drugs not 
known as recently as 1950. Prob- 
ably some two-thirds are postwar dis- 
coveries. Moreover, the signs are that 
the pace of new developments is in- 
creasing rapidly. Last year a record 
number of new drugs hit the market. 

Charging Places 

For the drugmaker like Schering 
who does hit the jackpot with an im- 
portant new specific for the world’s 
ills, it can well mean a tremendous 
bulge in sales and profits. But such PAYOUT VS. 
prosperity seldom lasts long. With PLOWBACK 
surprising agility, new producers jump 
on the bandwagon, rapidly boosting ames. 
the supply and tending to weaken the 
price. Moreover, many new drugs are 
made obsolete by other discoveries 
only months after they hit the market. 
In fact, it became very clear last year 
that research in production methods 
nowadays is just as vital to a drug- 
maker’s fortunes as the discovery of 
the new drug itself. 

All this has produced a pressure on ; 
the drug firms’ management such as PROFITS VS. 
they have never known before. Re- 
marks Smith, Kline & French’s able PLOWBACK 
president Francis Boyer: “The drug 
business has become a terribly spec- 35.9 
ulative business. Large amounts must 
be spent on research. But a company 
can be successful only so often.” 

The trick, as Merck & Co.’s Chair- 
man George Merck has often put it, is 
serendipity, the art of predictably 
producing the unexpected. As cold- 
eyed Wall Streeters see it, the laurels 
will go from here on out to the man- 
agement that can hit the research 
jackpot with dependable regularity, 
and move fast to cash in on its lead. 

How well then does the industry’s 
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management measure up to the job? 
The answer must be: with a few ex- 
ceptions, unimpressively. Always a 
cloistered crew, most drug manage- 
ment is thoroughly inbred. Drug- 
makers’ boards, for example, are 
overwhelmingly stocked with officer- 
directors. Thus, by and large, the 
drugmakers lack the counsel in their 
policy-making of able industrialists 
who could bring a new perspective 
into the company. There are also other 
symptoms. Typically, the drugmakers 
show very little responsiveness to 
their stockholders, tend to regard their 
companies’ affairs as the business of 
insiders. They also show little inclina- 
tion to bring new blood to the fore. 
Youthful Oldster 

One notable exception is famed old 
Merck & Co., the U.S.’s largest pure- 
ly ethical producer. Ever since its 
celebrated merger with Sharpe & 
Dohme in 1953, Merck has been a 
sprightly anomaly in the industry. Not 
all has gone well: cortisone is Merck’s 
iargest single product, and stiff com- 
petition in hormones and antibiotics 
have held it back. But on balance, 
Merck has turned in the most spar- 
kling performance among the Big Four 
drugmakers. 

The merger itself enabled Merck to 
oust venerable Parke, Davis from top 
spot among the ethical producers. But 
it also did much more. For one thing, 
it cross-bred two of the most able 
managements in the drug business. 
Merck itself had already been fast 
catching up with its biggest compe- 
tition. In 1937, Parke, Davis’ sales 
were more than twice Merck’s; by 
1952, Merck was passing P, D. Sharpe 
& Dohme had also had an unusual 
record before the merger. Moreover, 
such important developments as 
Merck’s cortisone and hydrocortisone 
had made it clear that Merck research 
was highly fertile. 

There have been other changes. 
Until recently, Merck was primarily 
a bulk producer, packaged few drugs 
under its own name. Bulk drugs, 
however, lacked the profit margins to 
keep Merck’s earnings up in the years 
of stiff pricecutting. The company’s 
operating income in 1954, for example, 
was only half what it was in 1951. 
Rising to the challenge, Merck is now 
concentrating on dosage size packages. 
The beneficial results were clearly 
evident last year: Merck’s profit mar- 
gins widened to 22%, a big step up 
from 1954’s 18% and 1953’s 15.4%. 

No less encouraging, Chairman 
George Merck and Vice Chairman 
John Sharman Zinsser made a deci- 
sion rare indeed in the drug industry: 
to step aside and let some promising 
younger blood take over the top oper- 
ating jobs. In as president and chief 
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executive officer came John T. Con- 
nor, 41, a lawyer who had joined 
Merck in 1947, later served as vice 
president of Sharpe & Dohme Inter- 
national and as administrative vice 
president. Backing him up as execu- 
tive vice president was Henry W. 
Gadsden, 44, a veteran of pre-merger 
Sharpe & Dohme and lately Merck’s 
operating vice president. Thus Merck 
emerged last year with the youngest 
bosses in the industry’s big time. 

As Merck’s boss, Connor inherited 


Total sales (millions of dollars) 


ETHICAL DRUGS. 


While the sales trends for both five 
big ethical drugmakers* (colored 
line) and five big proprietary drug- 
mokers* (black line) have been 
upward for the past five years, 
ethical drug sales have risen faster 4 
but. more unevenly. 
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a fast-improving product mix. Among 
the new items: Deltra and Hydeltra, 
synthetic steroids far more effective 
than cortisone in treating arthritis; 
Cathomycin, a drug now being tested 
which Connor hopes will prove 
highly effective against whooping 
cough. Several other new drugs still 
under wraps, says Connor, look 
“very promising.” Merck recently en- 
tered into a cross-licensing agreement 
with Schering in hormone drugs and 
is challenging Sterling Drug in sales. 
It already boasts the highest inven- 
tory turnover among the Big Four 
ethical drugmakers. 


Loaded 

Actually, however, Merck probably 
stands out only in comparison with its 
competition, and for years that big 
rival has been spelled “Parke, Davis.” 
America’s oldest drugmaker, Detroit's 
Parke, Davis is also a very conserva- 
tive one, resembles nothing so much 
as a well-ivied cloister in the midst of 
a scurrying world. It has made a profit 
in every year since 1876, paid divi- 
dends continuously since 1878. No 
debt. No preferred. Just capital stock. 
4,899,457 shares of it. 

In a word, Parke, Davis is loaded 
Cash alone represented $19.1 million 
on its latest balance sheet, about four- 
fifths current liabilities. Current assets 
ran about three times current liabili- 
ties. That, however, is typical of the 
big drugmakers. Merck’s cash, some 
$22.3 million at last report, was more 
than two times its current liabilities 
In any other industry, such figures 
would immediately produce a sharp 
question: can so much cash be justi- 
fiably kept idle without criticism? But 
to drugmakers like Parke, Davis, cash 
is the very symbol of solidity. 

In other respects, however, 
Davis’ solidity has another name: 
stagnation. Until last year, when they 
made a minor recovery, Parke, 
sales have been going nowhere. Aver- 
aged over the past decade, it has 
grown just half as fast as Merck 
Meanwhile, earnings have never re- 
covered to 1951’s $3.89 per share after 
tripping to $1.91 in 1953, $2.14 in 1954. 

Instead of growth, President Harry 
J. Loynd’s big ambition apparently is 
an accountant’s one: “cost control.” 
To date, expansion has been financed 
entirely out of retained earnings and 
depreciation. Comments Loynd on last 
year’s performance: “We have 
creased our earnings ratio not only 
through an uptrend in sales, but 
through sound cost and expense budg- 
eting.”’ Yet Parke, Davis’ sales growth 
has been the smallest in the entire 
group surveyed by Forses. 

One thing that has hit Parke, Davis 
hard was the furor over suspected 
toxic side effects from its patented 
broad-spectrum antibiotic Chloromy- 
cetin three years ago. Stubbornly, the 
company denied any such occurrence 
in the face of overwhelming medical 
opinion to the contrary, only belated- 
ly altered its formula when sales had 
plunged disastrously. Recently, Chlo- 
romycetin has been staging a strong 
comeback and this year Loynd expects 
to sell some $32 million worth of it 
vs. $26 million last year. Since the 
drug accounts for nearly a quarter of 
Parke, Davis’ business and is a high- 
margined item, Loynd should see rel- 
ative prosperity rolling his way. 

Parke, Davis also pioneered in re- 
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serpine, a drug used to treat high 
blood pressure and mental ailments, 
which has long been known in India 
but is new to this country. But there 
is plenty of competition shaping up for 
P,D’s Serfin among other drugmak- 
ers, and it is unlikely that it can make 
a major contribution to earnings. 

As a staid, proper drug house, Parke, 
Davis’ opportunities and ambitions 
seem limited. Not least so by P,D’s 
heavy inventory position, required to 
stock its broad line of some 700 prod- 
ucts. Like Abbott, the times have 
forced P,D to cut its line down from 
about 1,000 items. Most hopeful fac- 
tor: more than half of P,D’s sales stem 
from products developed in the past 
decade. 

Tail Ender 

In conservatism, North Chicago’s 
Abbott Laboratories is much like De- 
troit’s Parke, Davis, only more so. 
Characteristically, Chairman James 
F. Stiles, Jr. has passed operating 
responsibilities on to President & Gen- 
eral Manager Ernest H. Volwiler but 
retained for himself the job of treas- 
urer. The big difference between Ab- 
bott and P,D is that Abbott bears far 
less resemblance to a cash box. In 
fact, Stiles’ working capital is well be- 
low what it was in 1950. Over recent 
years there have been small increases 
in book value, but there have also 
been small cuts in Abbott’s dividends 
(for three years in a row). Earnings 
have dropped steadily. 

By New Year’s, President Volwiler 
could take comfort in a small upturn: 
sales up 4% to about $92 million. But 
the main consolation for his stock- 
holders was a hint that Abbott is slow- 
ly running counter to the industry’s 
trend, gently backing out of its previ- 
ous emphasis on ethical drugs. If so, 
it is the only obvious alternative to a 
deeper plunge into ethicals. Yet it is 
no wonder that Volwiler shrinks at 
that; most of his ethical drug output 
has been in the antibiotics (mainly 
penicillin and streptomycin), anti- 
histamines and sulfa drugs, all of them 
badly battered by price-cutting. 

As a major supplier to the hospital 
market, Abbott has been more suc- 
cessful. It stocks a broad range of ex- 
clusive specialties among its some 700 
products, has always stressed special- 
ized service to institutions. Volwiler’s 
hopes for the future are pinned on 
items like Sucaryl, Abbott’s non- 
caloric sweetener. Last year, for the 
first time, Abbott took the plunge into 
consumer advertising, ran big spreads 
in such media as Life, Ladies’ Home 
Journal and This Week to push sales 
of Sucaryl. Other Abbott hopefuls: a 
vitamin mineral supplement for use 
during pregnancy and lactation, a 
non-barbiturate sedative, Placidyl. 
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ETHICAL DRUGMAKERS 
MERCK 


PARKE, DAVIS 
PFIZER (CHAS.) 
ABBOTT 


SMITH, KLINE & FRENCH 
SCHERING 


PROPRIETARY DRUGMAKERS 
AMERICAN HOME 
PRODUCTS 


BRISTOL-MYERS 
STERLING 
WARNER-LAMBERT 
viCck 

NORWICH 


Rx: Growth 
If there is any drugmaker which 
fulfills investors’ growth hopes, it is 
Brooklyn’s Charles Pfizer. Originally 
a bulk chemical producer (still 25% 


HIDDEN ASSETS 


All the major ethical and propri- 
etary drugmakers have big stakes in 
foreign markets. Many do not con- 
solidate foreign earnings in the 
parent c "s earnings account, 
report y dividends received. 
Here is the degree to which foreign 
sales loom in ten major drugmokers' 
gross: 

as % ot Total 

Company Revenues 
ETHICAL DRUGS: 
MERCK 


24%, 
PARKE, DAVIS 36 
PFIZER, (CHAS. 


35 
ABBOTT 26 


PROPRIETARY DRUGS: 
AMERICAN HOME 
PRODUCTS 
BRISTOL-MYERS 
STERLING 
WARNER-LAMBERT 
VICK 35* 
NORWICH PHARMACAL 5 
*Est. 


{Does not consolidate sales of foreign 
subccRaries $tonk het conceldute sdles 
or earnings, reports only dividends 


of sales), Pfizer entered the ethical 
field in 1950, today is the world’s lead- 
ing producer of antibiotics (such as 
penicillin, streptomycin, Terramycin, 
Tetracyn). As such, it has suffered 
the penalty for big stakes in the price- 
raddled field: mixed earnings of late 
Yet despite it all, Pfizer been 
growing some six times as fast as 
Parke, Davis, three times as fast as 
Merck and Abbott. Sales have risen 
every year since 1952, net every yea! 
since 1952. 

Like Merck, Pfizer’s President John 
E. McKeen saw the handwriting on 
the wall, has made a big push into 
higher-margined packaged pharma- 
ceuticals. Today Pfizer supplies some 
25 major prescription drugs in more 
than 250 dosage forms. The number is 
rapidly mounting. Latest additions: a 
new anti-arthritis drug introduced in 
July to compete with Schering’s 
“Meti” line and Merck’s Deltra and 
Hydeltra; Viadril, a new steroid not 
yet marketed, but which Pfizer claims 
is the safest, most effective anaesthetic 
now available; tetracycline, an anti- 
biotic which Pfizer claims others are 
producing in defiance of its patent 
Pfizer also announced last March de- 
velopment of a new fermentation proc- 
ess which can be used in making de- 
tergents, plastics and textile fibers 
Vigofac, a growth supplement which, 
when fed to poultry and swine, boosts 
growth up to 15%, is just reaching the 
point where it is being shipped in car- 
load lots. 

Yet Pfizer has felt the pinch: earn- 
ings over the last few years have been 
mediocre. Last year McKeen reported 
that “We're 10% 
ahead in all categories.” Especially 
good: vitamin sales of Pfizer’s Roerig 
Division. Yet except in growth and 
return on plowback, Pfizer does not 
show up very well on Forses’ man- 
agement scoreboard. 

The big reason is that, unlike Merck, 
Pfizer has had to build up its dosage- 
size business from scratch, and it has 
been a costly process. Getting into 
packaged pharmaceuticals has meant 
a large increase in Pfizer’s sales staff 
Detailers must now call on every 
practicing physician in the nation as 
well as on hospitals and institutions 
As a result, selling expenses have in- 
creased even faster than sales, putting 
a pinch on profit margins. McKeen, 
however, is sure that it has been worth 
while. Otherwise it is unlikely that 
his heavy plowbacx of retained earn- 
ings would have paid off as it has in a 
14.2% return on plowback (see yard- 
sticks), the loftiest in the ethical 
group. Altogether, McKeen has spent 
some $40 million since 1950 on expan- 
sion, lavishes some $6 million a year 
on research into new products 


has 


operating about 





The Proprietary Domain 

Passing to the proprietary drug pro- 
ducers, the flavor changes. The big 
ethical drugmakers tend to think of 
themselves as beneficent institutions. 
“Medicine,” George Merck has said, 
“is for the people. It is not for profits.” 
Not so the patent medicine men: 
primarily they are merchandisers. 
More and more, too, they are elbow- 
ing into the ethical field with a kind 
of agility and resource that puts the 
old-line producers on their mettle. 

Pick of the lot is President Walter 
Silbersack’s American Home Prod- 
ucts, whose product list includes a 
melange of packaged patent drugs and 
cosmetics (Anacin, BiSoDol mints, 
Kolynos tooth paste—20% of gross), 
foods (Chef Boy-Ar-Dee spaghetti, G. 
Washington coffee, Burnett’s food 
flavorings—20% of sales), household 
products (Black Flag disinfectant, 
Aerowax, 3-in-1 oil—16% of gross) 
and ethical drugs (44% of sales, about 
half of total profits). 

Run by dollar-and-cents-minded 
management, American Home’s prod- 
uct mix has been constantly pruned 
for low profit items since 1951 (sam- 
ples: Duff baking mixes, the General 
Bio-chemicals division) and more 
promising lines added (e.g., Denni- 
son’s Foods in 1954). Result: steadily 
widening profit margins, increases in 


dividends and extras for stockholders 
for four straight years. 

Star of American Home’s show is its 
Wyeth Laboratories, now a $100 mil- 
lion a year business, whose sales have 
grown 2% times since 1945, with no 
setback in any year. Latest addition 
to its line: Equanil, a mental health 
drug, last August. But Silbersack and 
Chairman Albin Brush are never con- 
tent with a static business in any de- 
partment. Patent medicines sales have 
increased by half since 1948, house- 
hold products gross more than dou- 
bled, and food revenues .nore than 
tripled. At the nine months mark last 
year, company-wide sales were up 
13.3% to $186.5 million, net up 22.3% 
to $15.2 million. It was the payoff on 
a liberal plowback (some $7 million 
last year alone). American Home has 
gotten more mileage out of its plow- 
backs than any other outfit in the 
business. 


Laggard 


The same cannot be said for Lee 
Bristol’s Bristol-Myers, whose sales 
gains since the war have been unim- 
pressive and whose earnings have 
fluctuated wildly. Last year their di- 
rection was up. Net in the first nine 
months rose 81.4% to $3.8 million, but 
there was a long way still to go to 
match 1951’s record $3.65 per share. 





THE HARDER THEY FALL 
THE EDDY DUCHIN STORY 
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B FOR PROFITS 


For all their ingenuity, ethical drug- 
makers have yet to devise a Gace, 
which will give their profits immu- 
nity to fast-changing competitive 
conditions. The only useful specific: 
large dosages of cash administered 
in their research arms. This year, an 
estimated $187 million will be spent 
on medical research, between $40 
million and $50 million of it by the 
drug producers themselves. Here 
are some representative outlays: 
Research Exp2nditures* 
Company $Millions As % of Sales 


MERCK 7.3 5.0 
PARKE, DAVIS 4.5 4.1 
7.0 5.0 
5.0 5.4 


4.0 4.7 
2.3 5.8 


* Preliminary estimates 


Lee Bristol has been trying to make 
up a balance wheel to steady Bristol- 
Myers’ gyrations through heavy cap- 
ital outlays, has cut his payout from 
roughly 65% to 35% to pick up such 
items as Luzier’s cosmetics line, Kim- 
ball Manufacturing (plastics) and 
11% of the stock of Allied Laborato- 
ries (pharmaceuticals and biologicals 
mainly veterinary). With proprietar- 
ies such as Sal Hepatica and Bufferin 
and cosmetics such as Vitalis and 
Mum accounting for 55% of sales, 
outlays for promotion run high. 

But by and large, Bristol-Myers’ 
postwar buildup shows signs of near- 
ing completion: these days Lee Bris- 
tol is spending little more than half of 
depreciation money on new plant. In- 
stead, some $3 million a year goes into 
research to boost his ethical drug bus- 
iness. As one of the largest primary 
producers of penicillin and streptomy- 
cin, Bristol-Myers was hard hit by 
skidding prices, seems to be making a 
strong comeback in tetracycline, which 
it markets through Squibb and Up- 


| john. Yet Bristol-Myers thus far is 


still an also-ran in the management 
sweepstakes, judging only by results 
Although tetracycline offers wide 


| profit spreads, Bristol-Myers’ profit 


margins have been quite low in recent 


| years, averaging no better than 12%. 


Disappointment 

By far the largest proprietaries pro- 
ducer, and one of the greatest disap- 
pointments in recent years, has been 
big Sterling Drug (Bayer Aspirin, 
Phillips’ Milk of Magnesia, Castoria, 
Andrews Liver Salts). Profits have 
been relatively stable, but that is all 
that can be said for them until last 
year, when they rose 24.3% in nine 
months to $12.9 million. 
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Mainly the disappointment comes 
from lost opportunity: with its horse- 


power in the field, more could have | 


been expected of Sterling than the 
slow, unspectacular showing it has 
made since the war. But the pace may 
be picking up. Sterling’s Cook-Waite 
Laboratories (pharmaceuticals are 
35° of Sterling’s business) has pio- 
neered in the antimalarial drug Aral- 
en, is first in the field. Moreover, 
Sterling’s new Zimmerman process for 
eliminating stream pollution and 
transforming industrial waste into 


fuel is a highly promising innovation. | 


Already Sterling has installed one 
such plant for Hammermill Paper, 
with another going up in Europe. But 


the backbone of its business is still the | 


unspectacular, steady proprietaries, 
which account for 43% of sales 
Uncertainty 
There is no disappointment for 
stockholders of up-&-coming Warner- 
Lambert, merger product of Warner- 
Hudnut and Lambert Co. Just un- 


certainty. By far the most ebullient | 


management in the business, Chair- 
man Elmer Bobst is fundamentally a 


promoter, President Alfred Driscoll, | 


former Governor of New Jersey, a 
conservative. 
On a pro-forma basis, Warner- 


Lambert did well last year: sales up | 
4.8%, net up 18.5%. And Elmer Bobst | 


has ambitious goals: boosting, boost- 
ing, boosting. The question arises, 
however, how Warner-Lambert will 
fare as an operating company after it 


has ceased to be a nexus for mergers. | 


Bobst and Driscoll have some prom- 
ising material to work with. Proprie- 
taries (Listerine, Sloans Liniment) 


and ethicals (an angina pectoris pre- | 
ventative, peptic ulcer preparations, | 


and other ethical dosage specialties) 
account for 60% of sales, 85% of earn- 


ings. Bobst wants to build up his eth- | 


ical business, which now produces 
55% of earnings, to the point where it 


brings in 75%. To do it, he is spend- | 
ing about $2 million a year on research | 


(roughly 5°. of sales). He also has a 


big ace in Lambert’s strong distrib- | 


utive setup to help move Warner- 


Hudnut proprietaries and cosmetics | 


through drug and department stores. 


Still, Wall Street, when it is not | 


playing Warner-Lambert’s stock as a 
short-term speculation, is sitting it out 
to see how Bobst’s big plans pan out 
in practice. But Bobst is not waiting 


for the dust he stirred up in the Lam- | 


bert merger to settle. He recently 
bought a 20% interest in the Class B 
voting stock of Emerson Drug (Bro- 
mo-Seltzer), apparently plans to keep 
right on merging his company’s way 
to success. 

(CONTINUED ON PAGE 161) 
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rhere is tremendous business-building power in a well 
directed program of STOCKHOLDER RELATIONS— 
especially if it is properly geared to attract reader at 
Specialists tention—and capable of earning for a corporation a 
“name status” in the Securities Community 
Our methods of handling corporate relations with stock 
in holders and with members of the financial community 
are well recognized—as is the simplicity with which 
we present each client’s story to the investment opinion 
makers across the country. 


Successful 


If you would like to see how your company can be 
beneficially helped by our organization, write or call 


Stockholder ““”""™ 


de w nkiin 
Relations (Ofgengae 


Stockhoider and Financia! Relations 
100 Broadway, New York 5S, New York 
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“Most Effective Published Work” 1c. 4. rines) 


« How to Make 


Qoek Market Rofite 





Leading Critics Acclaim “The Battle for Investment Survival” : 
OLIVER GINGOLD IN THE WALL STREET JOURNAL: 
“Mr. Loeb . . . a partner in one of the largest brokerage firms. . . 
has been eminently successful in helping thousands . . . His book 
is a must.” 

BURTON CRANE, NEW YORK TIMES: “‘fascinating”; 
BRUCE BARTON: “expert”; 
NEWSWEEK: “30 years outsmarting the market...provocative.” 


33 “How to Make Profits” Chapters include: 

Speculation vs. Investment . . . Pitfalls for the Inexperienced 

ow ‘To Invest for Capital 1 . . . Advantages of 
Switching Stocks . . . What to Buy, and When . Price Move- 
ment, Timing, Technical Aspects . . . ‘Fast Movers” or “Slow 
Movers”? .. . You Can’t Forecast, but You Can Make Money 
. . . Diversification of Investments . . . Spending, Taxation, 
Inflation . . . Strategy for Profits. 


ORDER TODAY—MONEY BACK GUARANTEE 


, Y 
] ORIGINALLY PUBLISHED BY BARRON $, NOW DISTRIBUTED 8 


; York 6 
HURRY HOUSE PUBLISHERS, Dept.F 8, 61 B'way, oe atthe 
d is $2.95 CD) Check (C Money Order (Add 3% tax l —_ 
pay York City). Please —_ me by et tnot completely an 
stment Survival, po " — 
meat wn oe the book in 10 days and my money will be reru 


Nome_——— 
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WHAT DO YOU WANT IN 
CALIFORNIA? 


A job or a business of your own? 

A vacation to Hollywood, San Francisco, Yosemite, elsewhere in California 
—at a price you can afford? 

A place to retire on a small income? 

A home in the sun, with year-round spring-like days? 


No matter what you seek in California, William Redgrave’s big book Cali- 
fornia—the State That Has Everything shows you city by city, town by 
town, road by road, everything you'll find in this big state. 


If you are vacationing, his clear and detailed facts just about guarantee 
you won't miss anything worth seeirg. And you will welcome his long lists 
of recommended restaurants, motels, and hotels where you can stop at the 
price you want to pay. 


If you’re looking for a job or a business of your own, California—the State 
That Has Everything gives you the facts you want. With William Redgrave’s 
help you’ll find the California that appeals to you—whole regions with just 
the degree of warmth and sunshine you want, with houses and rentals priced 
within your means. If ged single, you'll find the best places to live for the 
fun and entertainment you want. If you’re a family man, you'll find the 
best places to raise a family. If you want to retire, you'll find the pleasant- 
est places in all California to live on a small income. 


There’s so much more to this book—the facts you need if you're thinking 
of living in a trailer, the best places to fish and hunt, where to go for a col- 
lege education, what you'll pay in taxes, how best to find your own retire- 
ment or vacation paradise, etc., etc. There’s so much information, in fact, 
that you probably wouldn’t learn as much about California in months, even 
years, of traveling around this big state as you can learn from this one big 
00k. Yet it costs only $2. Mail coupon today for your copy 





Where Will You Go in Florida? 


If You Want a Vacation 
You Can Afford? 


Florida needn't be expensive.not if you know just where to go for what- 
ever you seek in Florida. And if there’s any man who oon, give you the facts 
you want it’s Norman Ford, founder of the world-famous Globefrotters Club. 
(Yes, Florida is his home whenever he isn’t traveling!) 


His big book, Norman Ford's Florida, tells you, first of all, road by road, 
mile by mile, everything you'll find in Florida, whether you're on vacation. 
or looking over job, business, real estate, or retirement prospects. 


Always, he names the hotels, motels, and restaurants where you can stop 
for the best accommodations and meals at the price you want to pay. For 
that longer vacation, if you let Norman Ford guide you, you'll find a real 
‘‘paradise’’—just the spot which has everything you want. 


Of course, there's much more to this big book. 


if you want a job or a home in Florida, Norman Ford tells you just where 
head. If you want to retire on a small income, Norman Ver tells you 
where life in Florida is pleasantest on a small income. 


Yes, no matter what you seek in Florida—whether you want to retire, 
vacation, get a job, buy a home, or start a business, Nermen ‘s 

gives you the facts you need to find exactly what you want. Yet this big book 
with plenty of maps and well over 100,000 words sells for only $2—only a 
fraction of the money you'd spend needlessly if you went to Florida blind. 


For your copy, fill out coupon now. 





Will your next vacation really be 
something to talk about? 


The surest way to guarantee a new, different, and exciting vacation is to 
learn the hundreds of things you can do and the places you can visit on the 
money you want to spend. 

Norman Ford, founder of the world-known Globetrotters Club, tells you 
that in his book Where to Vacation on a Shoestring. This is the man who has 
spent a lifetime searching for the ways to get more for your money in vaca- 
tions and travel. 


In his big book, you learn 


about low cost summer paradises, farm vacations, vacations on far-off 
islands, on boats @rifting down lazy streams while you fish. 


about vacations at world-famous beaches, under palm and eucalyptus 
trees, in government subsidized vacation resorts, in Indian country, along 
rugged coastlines, on ships and by rail. 

about dude ranches you can afford: what to see, do, and how to save at 
national parks and in the cities most Americans want to visit. 


about low cost sailing ship cruises, houseboat vacations in the North 
Woods, fantastically low cost mountain vacations, the unknown vacation 
wonderlands almost at your front door. 


Of course, Norman Ford knows where to get real vacation bargains in all 
America, from Maine to California, and in Canada, Mexico, etc. At no time 
does he ask you to spend a lot of money to enjoy yourself, no matter how 
really different and exciting is the vacation you choose through his experi- 
enced advice. Always, he tells you the many things you can do within your 
budget and how to get more for your money (if you travel by car, he shows 
how most auto parties can save $6 or $7 a day). 

You can’t help but learn something that is just meant for you. Yet, Where 
to Vacation on a Shoestring costs only $1. To make sure your next vacation 
will be something to talk about, get the facts now. 
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Where Do You Want to Go? 


FRANCE? WEST INDIES? BRAZIL? 
HAWAII? MEXICO? 


Passenger-carrying 
FREIGHTERS are the secret 
of low cost travel 


Yes, for no more than you'd spend at a resort, you can take a never-to-be 
forgotten cruise to Rio and Buenos Aires. Or through the Canal to either 
New York or California. Or te the West Indies or along the St. Lawrence 
River to French Canada. In fact, trips to almost everywhere are within your 
means 


And what accommodations you get: large rooms with beds (not bunks), 
probably _— bath, lots of good food and plenty of relaxation as 
you speed from port to port. 


Depending upon how fast you want to go, a round the world cruise can b« 
yours for as little as $250-$300 a month. And there are shorter trips. Fast 
uncrowded voyages to England, France, the Mediterranean; two or three 
week vacations up and down the Pacific Coast or to New Orleans. Name the 
port and the chances are you can find it listed in Travel Routes Around the 
World. This is the book that names the lines, tells where they go, how much 
they charge, briefly describes accommodations. Hundreds of thousands of 
travelers all over the world swear by it. Travel editors and travel writers say 
‘*To learn how to travel for as little as you'd spend at a resort get Travel 
Routes Around the World."* 


It’s yours for just $1, and the big 131 page 1956 edition includes practically 
every passenger carrying service starting from or going to New York, Can- 
ada, New Orleans, the Pacific Coast, Mexico, South America, England 
France, the Mediterranean, Africa, the Indies, Australia, the South Seas 
Japan, Hawaii, etc. There’s a whole section called How to See the World at 
Low Cost, plus pages and pages of photos and maps 


A big $1 worth, especially as it can open the way to more travel than you 
ever thought possible. For your copy, simply fill out coupon 





Bargain Paradises of the World 


Do you know where to find an island right near the U. S. so nearly like 
Tahiti in appearance, beauty, and color even the natives say it was mad 
from a rainbow? (And that costs here are so low you can not only reach it 
but also stay a while for hardly more than you'd spend at a resort in the 
U.S.?) 

Do you know where to find the world’s best mountain hideaways or its 
most dazzling surf-washed coastal resorts, where even today you can live for 
a song? 

Do you know where it costs less to spend awhile, the surroundings are 
jleasant, and the climate well nigh perfect in such places as Mexico, the 
Nest Indies, Peru, France, along the Mediterranean, and in the world's 
other low cost wonderlands? 

Or if you've thought of more distant places, do you know which of the 
South Sea Islands are as unspoiled today as in Conrad's day? Or which is the 
one spot world travelers call the most beautiful place on earth, where two 
can live in sheer luxury, with a retinue of servants for only $175 a month? 


Bargain Paradises of the World, a big new book with about 100 photos and 
, maps, proves that if you can afford a vacation in the U. 8., the rest of the 
world is closer than you think. Authors Norman D. Ford and William Red 
grave, honorary vice presidents of the Globetrotters Club, show that the 
American dollar is respected all over the world and buys a lot more than 
you'd give it credit for. 

Yes, if you're planning to retire, this book shows that you can live for 
months on end in the world's wonderlands for hardly more than you'd spend 
for a few months at home. Or if you've dreamed of taking time out for a rec! 
rest, this book shows how you can offord it. 

In any case, when it can cost as little as $24.50 from the U. S. border to 
reach some of the world’s Bargain Paradises, it’s time you learned how much 
you can do on the money you've got. Send now for Bergain Paradises of the 
World. Price $1.50. Use coupon to order. 


pap Fill Out and Send At Once For Quick Delivery 


Fe Sc eeeeeeseeese ease seeseseesaasoaanooeeee= 


Mail to HARIAN PUBLICATIONS, 107 First Ave. 
Greenlawn (Long Island), New York 


I have enclosed $ (cash, check or money order). Please send 
me the books checked below. You will refund my money if I am not 
satisfied. 

0 Travel Routes Around the World. $1. 

(C0 Norman Ford’s Florida. $2. 

0 Bargain Paradises of the World. $1.50. 

0 California—the State That Has Everything. $2. 

(0 Where to Vacation on a Shoestring. $1 

CO] Special offer: All books above ($7.50 value) for $6. 


Print Name 


Address 


City & State 
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THE FORBES INDEX 


Solid line is computed monthly, gives equal weight to five factors: 
ing? (FRB 
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1. How much are we producing index) 
2. How many people are working? (BLS non-agricultural em- 
ployment) 
S. Howi ly ore we 
in manufacture) 
4. Are people spending or saving? (FRB department store sales) 
5. How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for value of the dollar (1947-49 = 
100), factors 1, 4 and 5 for seasonal variation. 
Dotted line is an 8-day estimate based on tentative figures for five 
components, all of which are subject to later revision.* 





rking? (BLS ge weekly hours 








Final figures for the five components (1947-49— 100) 


Nov. Dec. Jan.('55) Feb. Mar. April May June July Aug. 


Production 129.0 130.0 131.0 
111.7 113.3 109.4 
100.8 101.8 100.8 
109.9 111.9 114.2 


144.7 150.0 149.4 


Employment 
Hours 
Sales 
Bank Debits 


133.0 
110.9 
101.3 
108.4 
150.0 


135.0 
111.6 
102.0 
109.3 
150.0 


136.0 
111.8 
100.8 
115.3 
150.0 


138.0 
112.6 
102.0 
1133 
150.0 


139.0 
112.8 
102.0 
112.3 
150.0 


Sept. Oct. 
141.0 143.0 
114.0 114.3 
102.8 103.0 
115.4 116.6 
150.0 159.3 


140.0 
113.5 
101.0 
119.2 
150.0 


140.0 
113.8 
102.3 
115.4 
150.0 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


Through the Looking Glass 


THE YEAR 1955 has been extraordinary, 
for reasons other than the sharp in- 
crease in stock prices. 

Case in point: the wide swings in 
speculative psychology—the alternat- 
ing moods of depression and elation 
in a sense—are a new experience. Of 
particular note, enthusiasm was tem- 
pered by skepticism; a buoyant econ- 
omy justified an even more exciting 
market. Further, the confidence factor 
was not as aggressive a price stimulus 
as is popularly believed. Witness the 
grudging recognition given to the fact 
that our money managers plied their 
trade well, have been able to restrain 
a booming economy without toppling 
it over. This is a unique situation. 

The past twelve months have been 
a year of surprises, too. Witness the 
new prosperity enjoyed by the coal 
and meat packing industries, busi- 
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nesses which are 
traditionally held 
in low market es- 
teem. Significant- 
ly, each enters the 
New Year in a po- 
sition where the 
1955 recovery 
probably is more 
than a temporary phenomenon. 

The year 1955 is noteworthy in still 
another respect: it is somewhat easier 
to look over the mountain than around 
the corner. This in the sense that the 
true long-term investor can support 
the belief in still higher stock prices 
over a period of years. Just as these 
have been the “Fabulous Fifties,” so 
is there a case pointing to the “Golden 
Sixties.” 

For example, we are in the midst of 
a technological revolution, one where 


research is constantly creating new 
products which develop new markets 
And management is more scientific, 
more long-term-minded, less influ- 
enced by interim developments than 
ever before. Moreover, our population 
is growing by “leaps and bounds” and 
the age complexion is changing, with 
a higher proportion of older and 
younger people than in previous years 
The former condition spells new mar- 
kets that will have to be supplied, and 
the latter means greater mechaniza- 
tion, for the working age population 
will not increase as much as the total. 
Above all, we have been through a 
virtual revolution in the past two dec- 
ades, which has resulted in the mid- 
dle class becoming the dominant voice 
in the country. The redistribution of 
income into the hands of the people 
who proportionately spend the most 
and the other social and economic 
changes, such as pension plans and 
low-cost credit for all, also lead to a 
basically more stable economy. 

Net result of the foregoing is that 
“big” cyclical changes may be at least 
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temporarily passé. This could well 
be an era of rolling readjustments, one 
of individual recessions rather than an 
all-embracing downward spiral. Our 
economy has a new buoyancy—more 
bounce to the ounce—than at any time 


in the past. Obviously, if a change in 
the order of 1953-54 rather than 1937- 
38 is the “worst” that lies ahead, the 
long-term investor would find little 
reason to disturb his planning. The 
past decade is ample proof of the fact 
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How to Plan for 1956 


to Safeguard Your Capital and Income 


With the market at record high levels and quality stocks yielding little more 
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that the true growth companies and 
industries can easily offset moderate 
business recessions—and a_ position 
once lost is difficult to regain. 

Today, there are many industries 
which have strongly established 
growth patterns. To mention a few: 
air conditioning, aluminum, chemical, 
electronics, fiber glass, instrumenta- 
tion, office equipment, paper, tire and 
rubber, etc. But the sophisticated 
buyer knows that there is no secret to 
this market philosophy, that the pro- 
fessional investor not plagued by the 
problems of the average security 
buyer may stress the dynamics of 
the future to a point where price losses 
touch with the immediate realities 
Furthermore, there are few individual 
investors who have the intestinal forti- 
tude with which to overlook the at- 
times harassing present. Thus, it is 
well to examine the problems which 
might plague the security buyer in 
1956. 

Not the least is the recurring debate 
as to whether or not consumer credit 
is dangerously high. The companies 
which supply the credit in effect have 
been saying that instalment credit is 
not too high—witness recent dividend 
increases. Moreover, there are many 
new forces at work which suggest that 
the consumer credit situation is 
in itself, a threat to our economic 
stabilitiy. For one thing, the redis- 
tribution of our national income 
means that more people are able to 
“afford” instalment purchases than 
ever before. And more goods are 
available for purchase on this basis 
than before the war. Secondly, the 
social and economic changes of the 
past two decades have altered the na- 
tion’s buying habits. Consumer atti- 
tudes are different, and the emphasis 
is on a higher standard of living rathe: 
than security through savings. 


not, 


The domestic and international po- 
litical situation is of course another 
obvious unknown which may harass 
psychology. But this is an imponder- 
able to which there is no real answer 
It has to be accepted in light of the 
fact that risk is present in every ven- 
ture for gain. Matter of fact, the polit- 
ical unknowns probably will be sub- 
consciously reflected in the price level 
throughout the coming year. Three 
generalizations, however, can _ be 
made: (a) The market will be sensi- 
tive to the possibility of a change in 
federal administration, but not to the 
extent witnessed in October. Such 
news would be almost an anticlimax, 
for the previous equanimity has been 
lost. (b) If the administration is to 
change and the change be a factor in 
the overall outlook, it will not be ap- 
parent until late in the year. More- 


(CONTINUED ON PAGE 160) 
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INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


> 


Outlook for 1956 


Ir is much easier to write about the 
business outlook for 1956 than about 
the stock market. The total amount 
of business throughout the nation will 
be very large. It is likely that auto- 
mobile production will not be as large 
as the huge total for 1955. Because 
of the reduced supply of money and 
higher rates, the volume of residen- 
tial construction might be somewhat 
lower; but, I think there is an irresist- 
ible movement to replace old houses 
with new ones, and a movement to 
the suburbs. This movement is espe- 
cially noticeable in the large cities. 
Also, the trend to replace old factories 
with new, modern plants, in better 
surroundings will continue; and in- 
dustrial expansion will continue 
large. Construction of super-high- 
ways will continue, with more and 
more shopping centers, etc. I do not 
foresee any near-end in sight for this 
process. 

From present indications, the de- 
mand for money will continue large, 
with no important easing of money 
rates. In the last year, the Federal 
Reserve Board has increased the re- 
discount rates several times in an 
effort to slow-down the demand for 
funds. Likewise, the housing authori- 
ties have taken steps in the same di- 
rection. However, the press recently 
reports that the Home Loan Bank 
Board has promised more credit for 
home building, and various com- 
plaints are heard about the restrictive 
policies of the Federal Reserve Board. 
Tight credit is never popular with the 
politicians, even though the steps 
taken are wise. In this connection, 
old-timers will recall that in the early 
part of 1928, when the Reserve Board 
took active steps to restrict credit, 
numerous politicians raised an awful 
howl. I recommend to readers that 
they watch developments in the 
money market from now on, particu- 
larly the supply of money. The bank 
statements, showing this, are pub- 
lished weekly. 

The general level of stock prices is 
high, not low, and I do not think one 
can see far enough ahead to make any 
general stock market forecast. We 
will have the many uncertainties of 
an election year, plus the irritating 
tactics of the Soviet Government as 
it continues its movement for world 
domination. Yields on most best 
grade stocks are low, and not particu- 
larly attractive. The number of 
stockholders is gradually increasing; 
the gambling habit that existed years 
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ago, is no longer a 
significant part of 
the stock market. 
I think the best 
thing to do is (1) 
where a_ person f. 
owns excellent j 

stocks at low 

prices, where the outlook is still good 
for the long range, and where heavy 
tax liabilities would be involved if 
the stocks were sold, hold them; (2) 
where new funds are available for 
investment, select good quality stocks 
with reasonable yields, with a good 
outlook, and where the risk does not 
appear too great. In recent months, 
I have suggested a number of such 
stocks. 

I began to recommend Northern 
Pacific six years ago, when it was 
around 20. It subsequently advanced 
to 94 (in 1952); declined into the 50’s 
in 1953, and remained there until the 
end of 1954, when a rise to 83 began. 
A decline to 65 followed. Present 
price, around 77. Northern Pacific 
operates 6,860 miles of line, from Lake 
Superior, Minneapolis and St. Paul to 
the Pacific Northwest. It owns 48.5 
per cent of the profitable Chicago, 
Burlington and Quincy Railroad; 
owns stock and bonds of the Spokane, 
Portland & Seattle Ry. By itself and 
through the wholly-owned North- 
western Improvement Co., owns or 
has mineral rights to over 9,000,000 
acres of land, of which an estimated 
3,200,000 acres are within the bounda- 
ries of the Williston Basin territory, 
which is believed to contain large de- 
posits of oil. 

Capitalization consists of $272 mil- 
lion funded debt, and 2,480,000 shares 
of common stock. During the last five 
years, earnings averaged $5.55 per 
share, with over $8 expected for 1955. 
Around $3 per share equity in un- 
distributed earnings of affiliated com- 
panies is not included in the 1955 esti- 
mate. Apparently, real earnings are 
around $11 per share. I think that 
in due time, the oil properties will 
become very valuable; that they, 
alone, might be worth as much as the 
present price of the stock. I believe 
this is an excellent stock for readers 
with patience to hold. The stock 
yields 5 per cent on the present $3.60 
dividend. The directors recently 
voted a 2 for 1 split in the stock. 

A few years ago, I strongly recom- 
mended Broad Street Trust Co. of 
Philadelphia, around 60. Since then, 
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THE GENTLEMAN FROM 
INDIANA WHO PREDICTED 


THE BOOM 


Stock market profits resulting from Schaefer’s technical 
research and new interpretations have convinced skepti- 
cal investors that the venerable Dow Theory has been 
improved . . . is very much alive, and more useful as 
a forecasting method than ever before. 


“Tt is a rare and satisfying experi- 
ence,” a prominent banker said re- 
cently, “to subscribe to an advisory 
service which candidly offers its read- 
ers an unhedged forecast of the stock 
market.” 


To E. George Schaefer, the Dow 
Theory Trader, this kind of comment 
on his unusual market service is not 
rare at all. For since 1949 Mr. Schaefer 
has been providing his subscrib-rs, 
both individual and institutional, with 
direct, unhedged forecasts based upon 
the Dow Theory. He says “to find 
and follow the road to success in the 
stock market is perhaps the most ex- 
asperating problem of all for invest- 
ors. The Dow Theory offers them 
such guidance since it is a method of 
learning the major or primary trend 
direction. Any investor who correctly 
diagnosed the primary trend as start- 
ing up in 1949, and who stayed fully 
invested in diversified growth stocks 
all the way up, is on the road to suc- 
cess under the Dow Theory. In all 
probability he has acquired some 
handsome profits, thanks to this time 
tested method.” 


Steadfast Bull. Generally regarded in 
financial circles as the only Dow 
Theory analyst who has steadfastly 
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remained bullish on the primary trend 
of the stock market since 1949, the 
Dow Theory Trader service has grown 
by leaps and bounds under the aegis 
of Schaefer. 54,567 subscribers*, in- 
cluding several hundred banks, in- 
vestment trusts, insurance companies 
and large corporations in addition to 
individuals, have followed his unique 
and popular Model Investment Ac- 
counts (see charts), which are pub- 
lished weekly. 

Since his two model accounts were 
established in 1949, Schaefer’s market 
policy has been to ride the primary 
bull trend under the Dow Theory with 
a diversified list of stocks all the way 
up. During the past six years, while 
the Industrial Average was climbing 
over 325 points from its 161.60 low 
close of June 13, 1949, the Dow Theory 
Trader’s investment procedure has 
been to stay fully invested all the way 
up in diversified growth issues “in 
harmony with the major trend.” 

The two accounts, each with $50,000 
capital, were started primarily to 
help build needed confidence among 
subscribers in a great bull market to 
come ... convince his readers how 
bullish he believed the market to be, 
and to give them a concrete example 


*Regular and trial subscribers since 1949. 


of how long-term profits are made 
under the Dow Theory. Diversified 
stocks were selected and bought at 
prevailing prices in 1949. These ac- 
counts have been illustrated each 
week as dividends were left to ac- 
cumulate and were reinvested on re- 
actions, as stock splits and stock 
dividends were added and as com- 
missions were deducted. All contem- 
plated selling and buying has been 
given to subscribers before execution, 
so that all subscribers would know 
what he was going to do in advance 

Today the results obtained in the 
two accounts speak eloquently enough 
for the success of Schaefer's Dow 
Theory interpretation. In the No. 1 
(Investment Quality Stocks) Account, 
the orginal market value of $50,000 
has grown to $244,000 while the same 
amount invested in his No. 2 (Spec- 
ulative) Account has increased to 
$178,000. While some investors have 
said that anyone who invested in the 
market in 1949 should have obtained 
fair profits by now, many of these 
same people were doubtful of their 
investments at that time and at sev- 
eral other periods of market uncer- 
tainty and reaction during the past six 
years. Schaefer’s outstanding record 
has been achieved only because he 
advocated a fully invested position 
throughout this period and advised 
further purchases whenever reactions 
took place in the market. 

A Dow Theory for Today’s Markets. 
To skeptics who once said that the« 
Dow Theory was archaic and should 
have been scuttled long ago in favor 
of more fashionable forecasting 
methods, Schaefer’s answer, like his 
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This model Investment account was started 
in 1949 with working capital of $50,000 and 
invested in 16 diversified investment-grade 
securities. Total market value to date (Dec 
10, 1955) $244,000.00. 
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predictions, is unhedged and refresh- 
ingly direct. “Let’s face tacts. Perhaps 
to a small degree this was true, but 
few people really understand the Dow 
Theory. Most go astray by not study- 
ing all the factors influencing the 
market. They rely on the interpreta- 
tions of inexperienced writers, or some 
out-of-date book and fail to realize 
that many advancements and improve- 
ments have been made in diagnosing 
the primary trend. The Dow Theory 
was never meant to rely upon the 
often-deceptive pattern of the aver- 
ages alone. Charles Dow himself, in 
fact, placed greater emphasis on 
Growth, Values, Earnings, Mass Psy- 
chology, Economics and ‘Staying in- 
vested in harmony with a primary 
bullish trend.’ Unfortunately emo- 
tional influences, such as we have 
witnessed on 5 severe reactions dur- 
ing 1955, come into play and about 
85% of all investors are still mis- 
guided into buying on a short-term 
bullish flurry or selling on a short- 
term bearish trend—usually at a loss.” 

Key to Market Profits. “We have been 
able to analyze correctly major market 
movements for our clients,’ he adds, 
“by using seven time-tested technical 
approaches, all keyed to the Dow 
Theory. These are our 200-Day In- 
vestment Line, Dow’s 50% Concept, 
the Yield Cycle, Short Interest Vol- 
ume Ratio, Odd-Lot Index, Three 
Phase Studies and Consensus Opinion. 

“When, during a major bull market, 
an investor allows surface market re- 
actions (short-term declines) to in- 
fluence his judgment, as an astonish- 
ing number of hit-and-run investors 
did—even during the sensational 
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This model Speculative account was started 
in 1949 with working capital of $50,000 and in- 
vested in 32 diversified growth-speculation 
issues. Total market value to date (Dec. 10, 
1955) $178,000.00. 
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1921-29 Bull Market—he will be for- 
tunate if his losses are only small 
ones.” 

To sift and correlate the masses of 
information necessary for Schaefer’s 
weekly letter to his clients, and to get 
his timely interpretations to readers 
all over the world as soon as possible 
after the close each Friday, he em- 
ploys a force of 22 trained employees. 
His long working hours today are not 
much different than when he was a 
graduate student at the University of 
Illinois 23 years ago, when he was be- 
ginning the study of the market theory 
which was to skyrocket him to na- 
tional attention. Then it was his ex- 
haustive research, which, as often as 
not, carried him into the early hours 
of the morning. Now he might be 
found on the telephone at any hour of 
the night, answering a call from a 
client who is seeking his counsel about 
a sharp price break or almost any 
other kind of investment problem 
causing him concern. Investors have 
learned to place great confidence in 
Schaefer’s opinions. Besides 23 years 
of exhaustive research on market 
trends, he is one of only a very few 
publishers of a service who has had 
years of experience with both a bro- 
kerage house and a bank. 

He Convinced the Skeptics. Unlike 
another celebrated Hoosier, who once 
said “To insure Peace of Mind, ignore 
the Rules and Regulations,” Schaefer 
has accepted the original rules of the 
Dow Theory, but has modernized 
them to fit the structure of today’s in- 
vestment market. He says “just as 
one doctor in a hundred, or perhaps 
one attorney in a hundred, will excel 
and become an expert in his field... . 
so it is in this business of predicting 


market trends under the Dow Theory 
An investor must find, study and learn 
from the best source of knowledge 
available to him, if he is to be suc- 
cessful in gaining handsome profits 
over the years under the Dow 
Theory.” 

Schaefer’s office houses charts, tech- 
nical studies and perhaps the most 
complete library in the world on the 
Dow Theory. He believes that invest- 
ment success hinges upon the manner 
in which the Theory is interpreted 
His own vigorous interpretation of the 
bullish trend began in 1949 at a time 
when few investors believed him to 
be right. It was at that time when he 
came out with the first of his now 
widely followed Bull Market studies. 
By 1952, when he began writing the 
series of articles which have earned 
him recognition as the “man who pre- 
dicted history’s greatest boom,” ti.ou- 
sands of investors were reading such 
studies as “The Coming Boom,” writ- 
ten in the autumn of a year when the 
whole country seemed to be recession 
conscious, and “The Boom Begins” a 
year later in the waning dog-days of a 
stagnant market. His studies con- 
tinued with “Higher Prices Coming” 
in November 1954, when “election 
nerves” were shattering investment 
equilibrium, and early last year when 
he published his forecast, “The Boom 
Expands.” Since then Schaefer and 
his staff have spent much of their time 
in gathering information, surveying 
technical trends, earnings indices 
and economic projections for what 
they believe is the most important 
study of Schaefer’s career. This new 
analysis and market forecast, cor- 
related with the Dow Theory, is called 

(CONTINUED ON NEXT PAGE) 
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Spectacular profits will be made in a few selected low- 
priced stocks in the coming 12 to 18 months according 
to E. George Schaefer’s latest stock market study “CoLos- 
saL Upsurce Auneap.” The Dow Theory Trader adds 
that an important and far-reaching NEW bullish develop- 
ment is now taking place under the surface of the market 
and has been substantiated by his technical studies. “The 
primary bul! market, under way since 1949, is slowly but 
surely crossing the threshold into an area where fast 
speculative advances and rampant speculation are likely to 
develop and rule during the 18 months ahead.” 

This Special Boom Study, the fifth written by Mr. 
Schaefer since 1952, has been prepared after months of 
exhaustive research by The Dow Theory Trader and his 
staff. It is the result of information obtained from contact 
with thousands of investors, conferences with business and 
political leaders, and analysis of numerous business and 
economic indices and forecasts. This compilation of vast 
areas of information were then subjected to the vigorous 
tests of his modern application of the Dow Theory. 

In the past, low-priced stocks have offered investors 
incredible profits once they have begun to surge upward 
under the pressure of mass speculative buying power. 
Today, there are strong indications that these pressures 
are now building up under the Dow Theory technical 
studies of E. George Schaefer which point directly to 
history repeating itself. That is why the important list of 
“24 Low-Pricep Srocxs Dur to Zoom 1n 1956” should be 
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Upsurge 


\u9 24 Low-Priced Stocks 
Due to Zoom in 1956. . 


read by all investors interested in making profits in the 
next major movement of the bull market. 


UNPRECEDENTED OFFER! 


To introduce new subscribers to the outstanding record 
achieved by the Dow Theory Trader, an unprecedented 
offer is being made. A complete package of the four widely 
discussed articles forecasting the bull market plus the 
current study “CoLossaL Upsurce AHEAD” and the list 
of “24 Low-Pricep Stocks Due to Zoom 1n 1956” will be 
included FREE of cost to all new 4-week trial subscribers 
to the Dow Theory Trader Service. These four articles 
include “THe Cominc Boom” written in October, 1952, 
“THe Boom Becins” written in November, 1953, “HicHer 
Prices Cominco” issued in November, 1954 and “THe Boom 
Expanps” in May, 1955. They are not for sale and they 
cannot be obtained from any other source. By subscribing 
now—the complete offer, including the two current special 
studies and the bonus package plus four full weeks to the 
complete service costs only $3—a saving of over 40% 
against the regular monthly cost of the service alone! We 
URGE YOU TO ACT NOW! 
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SENSIBLE REASONS WHY 
WE EXPECT TO SEE A 
COLOSSAL UPSURGE IN 1956! 


@ Speculation is not excessive at this stage of the bull market. The public 
has been warned to be cautious by the Senate ‘market study”, by increased 
margin requirements, and increases in Federal Reserve rediscount rates. The 
market has had 5 severe reactions during 1955, and is regarded as being in 
a healthy technical condition. 

@ Buying is done largely by important financial sources, mostly for cash, and 
mainly in better-grade stocks. Brokers’ loans and buying on margin remain 
conservative. Low-priced stocks and highly speculative issues are inactive, 
suggesting that the bull market may still have a long way to go. 

@ Earnings, dividends, and business confidence continue to expand. The path 
of least resistance is upward for stocks. 

@ Odd-lot statistics have shown a balance of buying during 1955, a clear 
indication thet the public is beginning to enter this market in an important 
way for the first time since 1945-46. Just as the public zoomed the real estate 
market, the automobile market, and most other lines of business to almost 
unbelievable heights, so it will in all probability push the stock market up to 
fantastic levels. 

@ Today, the public has greater wealth than ever before, bank deposits now 
make 1929 look small, and this huge money factor alone could be enough to 
make the 1928-29 boom look small, compared to the potential upsurge pre- 
dicted for 1956-57. 

@ The prosperity under way is world wide. It has, therefore, a sustained 
upward momentum which is most likely to continue into 1956. World markets 
are expanding. 

@ The year 1955 has been a year of strength and consolidation in the aver- 
ages. A base and springboard for a great rise into 1956 have been formed. 
Market breaks have been unable to turn the tide downward, therefore, the 
assumption is that a colossal upsurge probably lies ahead for 1956. 
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Lies in Its PROFITS! 


Claims are one thing, but hard-headed investors want 
RESULTS! A unique and popular feature of our weekly 
service is the performance record of our two continuously 
supervised model accounts (Speculative and Investment 
types). In addition, our investment procedure under the 
iow Theory is fully outlined. This complete accounting 
shows our procedure from 1949 to date. ere are the ac- 
tual GAIN records for our accounts (as of 12/10/55) : 
eNO. | MODEL INVESTMENT ACCOUNT 
(16 diversified investment-grade issues) 
Market Value: $244,000.00 
INDICATED GAIN (profits and reinvested divs.) 
e NO. 2 MODEL SPECULATIVE ACCOUNT 
(32 diversified poeesgneamee issues) 
Market Value: $178,000.00 
INDICATED GAIN (profits and reinvested divs.).......... $113,686.42 
NOTE: Both funds were started in 1949 with $50,000 capital each 
WE BELIEVE rus Lge oy 1KS R41 A ITSELF AND OUR 
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Time and again—The Primary Trend 
proves hest, most Dependable Guide 


To find and to follow the road to success in the stock 
market is perhaps the greatest problem for all investors. 
The Dow Theory offers such guidance in that it is a method 
of determining the major or primary trend direction. 
Under the Dow Theory the primary trend is generally 
a long-lasting affair, requiring more patience than the 
average man can find within himself. For example: the 
1921-29 primary bull market lasted 8 years, the 1932-37 
bull trend went 4 years, the 1942-46 market progressed 
4 years. AND this one, which our service correctly diag- 
nosed as beginning in 1949 may last seven to eight years! 
Any investor who realized this in 1949—and who stayed 
fully invested in diversified growth stocks—all the way up 
(as we have staunchly advocated since 1949) is on the 
road te success under the Dow Theory. And, as our model 
accounts clearly prove, has handsome profits, thanks to 
this time tested guidance. 
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Make no mistake about it—if you allow surface market 
reactions to influence your judgment—as an amazing 
number of investors did—even during the sensational bull 
market boom of 1928-1929—you will take losses! 


Benefit NOW from this MODERN 
10-point DOW THEORY SERVICE . 
Accept our MONEY-BACK TRIAL OFFER! 


YES! You don’t risk a penny when you accept our invitation to 
examine our complete service for 4 full weeks! In addition to 
the special reports and bonus package already high-lighted, your 
trial subscription includes a// of the following: 


THE DOW THEORY TRADER—our weekly market 
1. providing unhedged advice as to market 
conclusions under the Dow Theory. 
TREND OF THE AVERAGES —vital 


ing important trends. 


SUPERVISED MODEL ACCOUNTS—the records of our two 
model accounts (Investment and Speculative) show- 
ing performance under our Dow Theory investment 
procedure. 


COMMENT ON INVESTMENT PROCEDURE—a complete 
planation of our model account procedure. 
SELECTED SITUATIONS—stocks considered “best 
These include five important groups: “Low 
Speculations,” “Better-Quality Investment Group,” 
“Highly Speculative Cats and Dogs,” “Selected Growth 
Situations,” and “Selected Speculative (High-Velocity) 
Potentials.” Also: Special Situations Earmarked for 
Immediate Action! 

TECHNICAL SUPPLEMENTS—special weekly studies (pre- 
sented in graphic form) correlated with the Dow Theory. 
CONSENSUS OPINION—combined near-term trend opinion 
of 15 leading market analysts, plus industry groups 
and individual issues most favored. 


THE BUSINESS OUTLOOK—an occasional trend survey and 
study on future business. 
QUESTIONS AND ANSWERS—important investment ques- 


tions posed by readers are answered periodically. 


CASE HISTORY NOTES—A special periodic page giving in- 
vestment thoughts, principles, policies and records of 
subscribers. Our staff analysts’ comments will 
pany each case study. 


ACT NO Ww! Fill in coupon—receive all the above 


valuable material for four full weeks and 
ur 2 important special reports plus 
our FREE bonus package— 


ALL FOR ONLY .. 


r------- 


letter 
policy and 
show- 


weekly charts 
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buys.” 


-Priced 


accom- 
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| E. GEORGE SCHAEFER 
“The Dow Theory Trader” 

3636 Salem Street ca Indianapolis, Indiana 
Enclosed is $3 covering your special introductory offer, [) $3.25 
Air mail. Please rush me your 2 special reports with the FREE 
Bonus Package and start sending complete service for four full 
weeks. (F-1-1-56) 


Name 


Address . l 


City 


MONEY-BACK GUARANTEE! If I’m not entirely satisfied I 
understand you will refund my money upon notification. 


State 


“THE DOW THEORY TRADER” 
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r— Own a DIVIDEND 
TIME TABLE 


Protect and Forecast Your 
Investment Income With 


PERIODIC INCOME CALENDAR 


Only 


$2.50 


postpaid 


IMMEDIATE 
SHIPMENT 


@ Tells you at a glance what Invest- 
ment Income Checks to expect 
each month. 

@ Warns you of 
omitted dividend. 

e Records every income check 
for tax purposes. 

@ Provides space for purchase and 
sales data. 

©@ Handles up to 72 separate invest- 
ments over a 5-year period. 

© Attractively bound in simulated 
leather, gold embossed, 71/2”x11”. 


lost check or 


Free inspection . . . send $2.50 check or 
money order for Calendar postpaid. Re- 
turnable within 10 days for full refund. 


EUGENE A. HAGEL Publisher 
230 RIDGEWAY ROAD, BALTIMORE 28, MARYLAND 








| ity 
| than the so-called “growth” 
| The year 1955 was not as good a year 
| for most 


| cause the “growth” 











MAKE SURE your funds 
) ore guest paaee in an insured 


a ve ure Sate ee, srygs 


‘ For the Coreful Investor > 


1 PER ANNUM 3 | 
53% and 3 / 2 —- Rates) $3 
on Personal Savings, Trust Funds, 
Institutional Funds, Corporate Funds ¥ | 
PAID BY 
~» INSURED SAVINGS ; 
ASSOCIATIONS 5 
Any Amount—$500 to $1 MILLION 
ee * All accounts insured by Federal Agency 


Teo Ye Fully Protected Mail Program 
Ask for our Nation-Wide list— 
Complete information 


< NO CHARGE FOR OUR SERVICE 2 


& INSURED INVESTMENT ASSOC. inc. 
e176 W Adams St © Chicago 3 Hil. 
of Yesaitree - or STate 2-4439 


PEI 


1956 commoninis 


Don’t Go Thru the Year Blindfolded! 


Our Cycle Forecasts show the highest and lowest 
levels for the year ahead on Stocks and Commodi- 
ties along with dates each month for Tops and Bot- 
toms. You can see ahead when the big moves are 
coming! Stop guessing! Commodity Forecast gives 
individual cycle charts for: Wheat, Corn, Oats, 
Rye, Soybeans, Eggs, Lard, Cottonseed Oil and 
Cotton. Absolutely no other service makes these 
forecasts .. . known since 1919 all over the world 
for their accuracy. 1956 Cycle Forecasts for Stocks 
or Commodities $100.00 each with FREE Month! 

Supplement. SPECIAL: 3 months’ Weekly Stock 
or Commodity Letter $20.00 (save $5.00). Send 
check now! Ask for details on services FREE. 
W. D. Gann Research, Inc., Joseph L. Lederer, 
President, Box 656, Scarsdale, New York. 
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MARKET COMMENT 


Looking Ahead Into 


In 1954, the stock market was better 
than business. In 1955, it seems to me, 
business was better than the stock 
market. The DJ Industrials in 1954 


| advanced from around 281 to around 
| 404. 


| advance was from 404 to around 481. 


In 1955 to mid-December the 
My guess is that the net percentage 
rise in stocks in 1956 will not be as 
large as in 1955. 

Averages often are misleading. In 
the year just passed, the better qual- 
“vield” stocks have behaved better 
stocks. 


“growth” stock investors as 
the year 1954. Probably that is be- 
stocks did so well 


in 1954. There was “less room” for 


| them to rise. 


It is apparent that the market is 
getting more “selective” all the time. 
This word “selective” is shop-worn, 
but it is accurately descriptive. The 


| selectivity is just as much between 
| issues of the same type and in the 
| same group as it 


is between stock 
types and industry groups. I expect 
the 1956 market to be emphatically 


more selective than the 1955 market. 


Looking at the market as a whole, 


| if you ever can do such a thing, it 
| seems to me that we should anticipate 


much more irregularity in 1956 than 
in either 1955 or 1954. The only highly 
“unpleasant” incident we have had in 
the general market for the past two 
years was caused by President Eisen- 
hower’s late September heart attack. 
The maximum decline on that news, 
as measured by the DJ Industrials, 
was 54.26 points, or a little over 11% 
Compared with similar “incidents” in 
past bull markets, that was definitely 
mild; but to the modern generation of 


| speculators, who have not been accus- 


tomed to what we formerly regarded 
“normal” corrections, it 


have “incidents” of an unpleasant 
type in 1956, probably more than one 
of them. I don’t know what will cause 
them. It might be political emotions. 
It might be international develop- 
ments. It might be credit policy. It 
could be something entirely unex- 
pected. A market as “high,” and as 
“old,” as this one involves more risk 
of developing two-sided qualities. I 
am not trying to “time” these inci- 
They usually develop “out of 
and not at a time when 
everyone is expecting them. 

As for business, it promises to be 


exceedingly good at least during the 


by L. O. HOOPER 
1956 


first four or five 

months. The first 

half will be better 

than the first half 

of last year, and 

probably better 

than the second 

half of 1955. The 

second half may be good too, but the 
angle of ascent in earnings and busi- 
ness volume will be less steep as the 
year goes on. The comparisons with 
1955 may look much better in the first 
quarter than in the third quarter on 
the fourth quarter. That could be a 
psychological factor. And psychology 
at times is more of a stock price-mak- 
ing factor than fundamentals. 

It is exceedingly difficult to measure 
political influences, especially if you 
do not know within a mile of what 
those political influences will be 
Usually, political influences are emo- 
tional rather than fundamental, espe- 
cially in this country where you have 
two political parties of the center 
rather than one political party far to 
the right and another far to the left 
Don’t forget that present day political 
cleavages are much changed as com- 
pared with 1936, 1940, 1944 or 1948 
My general expectation is that 1956 
will witness the stock market influ- 
ence of both “favorable” and “unfa- 
vorable” political developments. 

In this connection, merely as an 
aside, I might remark that the stock 
market does not discount the 
thing twice with exactly the 
emphasis. I am referring, of course, 
to the possibility that the President 
decides not to seek re-election. 

I may be wrong, but I expect the 
1956 election to be fought out by two 
“moderate” candidates rather than by 
a super-conservative and a wild-eyed 
radical. The tone of the times is not 
such as to encourage a type of politi- 
cal discontent that a radical can ex- 
ploit. I don’t think the tone of the 
times will change enough to enable a 
wild-eyed radical to be nominated by 
either party in August or elected by 
either party in November. 

The great unmeasurable, as usual, 
is in the foreign situation. My pres- 
ent feeling is that the foreign situation 
will remain “disturbed” and “threat- 
ening” without developing the type of 
crisis which will lead to war. The 
East is afraid of the West, and the 
West is afraid of the East. That makes 
for an uneasy balance of power which 
probably is the best possible insurance 
against a major war. I doubt if much 


same 
same 
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is “resolved” in international relations 
this year, partly because of the Amer- 
ican presidential election. The East 
doubts the ability of the West to make 
“firm commitments” until after No- | 
vember. 

The past few weeks have demon- 
strated pretty clearly that the so- 
called defense spending of the United | 
States will be as large as in recent 
years. Incidentally, that puts any im- | 
portant tax relief this year in doubt— 
and up to six weeks ago tax relief at | 
the coming session of Congress looked | 
like a sure thing. Personally, I won- 
der whether taxes ought to be cut | 
when the country is as prosperous as | 
it is now. It seems to me that this is | 
a time to have a budget surplus and 
reduce debt. The time to cut taxes | 
is when business is slipping. There 
are signs that responsible people in 
both parties are not so politically con- | 
scious about taxes as they were six 
months ago. 

The steel business is bound to be | 
excellent through the first half year. | 
There is a real shortage of steel now, 
and lots of premium price deals are | 
being arranged. . . . There is no likeli- | 
hood of copper prices falling out of | 
bed for months. . . . Aluminum still is 
in short supply. . . . Probably fewer | 
automobiles will be sold in the first 
half year than in the first half a year 
ago, but earlier new models could 
make the second half sales of passen- 
ger cars excellent... . There may be 
a little less building of single family 
houses this year, but overall construc- | 
tion seems sure to exceed 1955 vol- 
umes. .. . Watch for a big road build- 
ing program which will get going in 
the second half. . The railroad 
equipment people are sure to produce 
more rolling stock and earn more in 
1956 than in 1955; this is one industry 
which can’t miss. . . . The airlines will 
continue to take traffic away from the 
railroads and the busses; this is a 
“sure growth” industry. . . . There is 
a strong possibility of higher crude 
oil prices some time this year, and 


4 TIMES MORE PROFIT 


Atlas 


Common from 28.25 to 48.75—Up 72%, 


Atlas WARRANTS from 5.62 to 24.25—Up 331%, 


Why did the WARRANTS move up almost five times as 
fast as the common? Why do WARRANTS many times 
make each $1! do the work of $10 or $100 in a rising mar- 
ket? What are the 50 warrants trading in today's market 
and the 50 warrants which may be trading in the near 
future which may mean profits to you? The answers to 
all these questions are IMPORTANT if you are interested 


in capital gain. 


The only full-length, widely-praised study on 
this subject, THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS, by 
Sidney Fried, can be worth many hundreds 
or thousands of dollars to you, but it is yours 
for only $2.00, accompanied by a Current 
Supplement at no extra charge, explaining 
warrants in all their phases and describing 
current opportunities in warrants in today's 


market. 


For your copy, send $2.00 now to: 
R. H. M. ASSOCIATES, DEPT. F50 


220 FIFTH AVENUE, NEW YORK |, 


N. Y. 


{or you may send for free descriptive folder) 











the petroleum industry enters 1956 in 
better shape than it entered 1955... . 
The electric utilities in recent weeks | 
have been selling 18% more power 
than at this time a year ago, a spec- | 
tacular gain which is likely to con- | 
tinue in quality if not in quantity... . 
Business continues to move toward | 
the big companies and away from the 
small companies; this is an inevitable | 
trend in this economy, and there is 
no practical legislative way to stop it. 
What stocks in 1956? Not much 
room left for this. Here are a few | 
that I think should be worth owning: 
American Steel Foundries, Pullman, 
General American Transportation, 


(CONTINUED ON PAGE 159) 
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What Growth Stocks 
are Institutional 





Investors Buying? 





You can now receive the latest reports 
of the common stock purchases, sales and 
holdings of the most experienced and 
soceanne INVESTMENT TRUSTS, IN- 
yet ANCE COMPANIES, COLLEGES 

FOUNDATIONS. These stocks re- 
roy the investment ideas of America’s 
highest paid analysts and financial ex- 
perts. Included in each Weekly Service is 
a comprehensive study of a stock that is 
becoming increasingly popular with Insti- 
tutional Investors. 

TRIAL OFFER: Two weekly issues of our 
Institutional Investments Survey. Just 
send name, address and $1. 


INSTITUTIONAL STATISTICS, INC. 
50 Broad Street, New York 4, WN. Y. 











COMMODITY TRADERS: 


Don’t Guess—Know the Facts! 


Now available after years of research and test 

ing an analytically sound method of 

observing 

a) The basic 
moditie 

b) Which commodities are overs 
uptrenc 

c) Which commodities are overbought 
basic downtrend 


long and short term trend in com 


id and in basic 


and in 


REMEMBER: Profits come only through ac- 
curate knowledge of ALL market data Rey place 
quesswe —y with the accurate facts | to 
turn los 


you me 
into profit 


30 DAY TRIAL OFFER 


ONE DOLLAR will bring you the book Profits 
in Commodities” PLUS a month's trial a 
Crawley'’s basic weekly service 

Take this easy step to more 

profits from commodities . 


WRITE 


MARKET RESEARCH, INC., Dept. FC-6 
INVESTMENT COUNSELLORS 
108 S$. LOS ROBLES * PASADENA 1, CALIF. 








People 60 to 80 


CAN APPLY FOR 
LIFE INSURANCE 


If you are under 80, you can 
still apply for a $1,000 life insurance 
policy to help take care of final ex- 
penses without burdening your family. 


You can handle the entire trans- 
action by mail with OLD AMERICAN 
of KANSAS CITY. No obligation of 
any kind. No one will call on you! 


Write today for free information. 
Simply mail postcard or letter (giving 
age) to Old American Ins. Co., 1 W. 
9th, Dept. L109N, ‘Kansas City, Mo. 


GRAIN 
TRADING 


Get specific trade advices twice each 
week. Get special buy-sell bulletins. 
Get the ae Commodity Letter with 
background analysis to show how we 
arrived at our specific recommenda- 


tions. 
All For $1 
Including 4 Issues 


See Commodity Advisor’s profit record 
now—we will send you our complete 
am ig Re record for 1954 and 6 months 
1955. Learn why many people are mov- 
ing investments into the grain market. 


Send $1 for Offer DD-25 


THE COMMODITY ADVISOR 
333 N. Michigan, Rm. 528 
Chicago 1, Illinois 


etter arated 


TRENDS AT AGLANCE 


® Advices 

® Statistics 

®@ Discussions 

®@ Crop Reports 
®@ Twice Weekly 




















Corn 

Oats 

Rye 
Soybeans 





Special Trial Offer 
8 issues $5. 


THE GRAIN PROPHET 
P.O. Box 1011 San Diego 12, Calif. 
Weather is a specialty. Fall & Winter 


DROUGHT has important bearing on all 
crops this Spring. 











Original, constructive analysis with empha- 
sis on forward knowledge for YOUR PROFIT. 


52 Issues $25. 104 Issues $40. 








STOCK ‘ANALYSIS 


Investing in °56 


By far the best year in American — 


economic history in almost every re- 


| spect was 1955. The incoming year is 


off to an exceptionally good start, and 
if the present pace is maintained, 1956 
may once again establish new records 
of employment, production, income 
and general prosperity. 

But it must be realized that the 
American economy is already oper- 
ating very close to the limit of its 
capacity. Important productive fa- 
cilities which cannot be expanded 
overnight are as strained as are the 
resources of the banking system. In 
various parts of the country the labor 
market is tight. All this places a 
definite ceiling on the possible in- 
crease in output. At best we can look 
forward to a comparatively modest 
gain of 4%-5% in the Gross National 
Product. Probable income tax reduc- 
tions may boost the increase in per- 
sonal incomes, but here too a gain of 
much more than 5% is unlikely. 

This is the basic picture that con- 
fronts the investor at the turn of the 
year. The prospect may seem un- 
spectacular, but in view of the existing 
high level of prosperity it is entirely 
satisfactory. Politics will be a factor 
that the stock market may have to 
contend with, but as far as the busi- 
ness outlook is concerned, the final 
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decision on Election 
Day comes too late 
in the year to have 
an appreciable im- 
pact on the overall 

result. 

Anyone who per- 
mits his New Year 
predictions to be put into print must 
be prepared to face up to the fore- 
casts he made a year or two ago. Just 
to be on the safe side—because I know 
from experience that some readers 
keep back copies of Forses on their 
book shelf for such insidious purpose 
—I have re-read my column of Jan- 
uary 1, 1955. 

The Monday morning quarterback 
has all the answers, of course, and 
now I know that a year ago I was too 
conservative. I expected the market 
to rise to new highs, but I thought the 
cream was off. As it turned out there 
was plenty of “cream” left, even 
though it was not nearly as rich as 
in 1954. 

There were a few sentences in last 
year’s column that are as valid today 
as they were then, and since they con- 
tain the basic ingredients of my in- 
vestment philosophy, I would like to 
repeat them verbatim: 

“Now that nearly all good stocks 
have advanced as much and more than 
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THE CYCLICAL OUTLOOK FOR STOCKS 
(with Trend Chart) 

5 YEARS AHEAD, 1956 to 1960 inclusive 
and MONTH TO MONTH FOR 1956 

By JAMES MARS LANGHAM 

issued continuously since 1933. PRICE $35.00 
JAMES M. LANGHAM 
BOX 795, SANTA MONICA, CALIF. 
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anyone had dared to hope when this 
bull market got underway back in 
1949, many investors are inclined to 
look around for bargains among the 
stocks of lesser standing which still 
seem cheap. Don’t do it; keep away 
from the trash! Stick to good stocks 
and buy them on their merit. If a 


stock still sells far below its 1946 high, 
there’s probably a darn good reason | 
for it. When the market level is as | 


high as at present the investor’s safest 


bet is, in my opinion, to concentrate | 


on good stocks with a strong growth 


trend. If your timing is wrong, as it | 
may well be, the growth trend will | 
bail you out—sooner or later. This | 


has been proven time and again after 
every major setback.” 


Now for 1956. We are so close to | 


the “highs” right now that a predic- 
tion of new highs for 1956 is a fairly 


safe one. But in my opinion it is im- | 


probable that the 1956 maximum gain 


(as measured by the Dow-Jones in- | 
dustrial stock average) will match last | 


year’s 21% advance or the 1954’s 44% 
rise. I cannot visualize the Dow-Jones 
average reaching the 600 level this 
year. It will come, but, not quite 
so soon. 

As far as individual stocks are con- 
cerned, investors should be corre- 
spondingly moderate in their expec- 


tations. Most of last year’s suggestions | 
have done very well and I see no | 
reason to remove any one of them | 


from my list of favored stocks. But it 
is getting increasingly difficult to 
single out individual issues as out- 
standingly attractive. Nevertheless, 
even though I know that I'll have to 
read these words again a year hence, 
here are some of the stocks I like. 


Royal Dutch Petroleum (84) with 
estimated 1955 earnings of over $10 a 
share represents excellent value | 


among the major oil stocks. The nig- 
gardly $2.10 cash dividend may be 


supplemented by a stock dividend | 


later this year. If current income is a 
factor of importance, buy Sinclair (57) 


which should do better marketwise as | 
soon as conversion pressure lessens. | 


H. J. Heinz (55) is selling at less 
than ten times estimated ’56 earnings 
of over $6 a share, a very modest ratio 
for as conservative an investment 


stock as this. It is hard to visualize | 
any business that could be less sus- 


ceptible to changes in business con- 
ditions than Heinz soups and “57 


Varieties.” The present dividend rate | 
of $1.80 a share is expected to be | 


raised. 

Steel stocks, though no bargains any 
longer, still represent good value. Re- 
public, Armco, U. S. Steel and Beth- 
lehem are my selections. 

There is no “cheap” paper stock but 

(CONTINUED ON PAGE 159) 
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RSTOCKS | 


Selected as Most Promising 


For the New Year 


VERY Year-end UNITED Service presents to its clients a 
carefully-selected group of well diversified stocks which 
have unusual promise for outstanding performance. Selections 
for 1956 have been made by the same experienced staff, using 
the same tested UNITED Opinion method which has proved 
so dependable over the past 36 years. Included are: 





10 Outstanding for Profit 
These are potential market leaders — selected from hundreds 
of issues analyzed by our Staff as most promising for apprecia- 
tion in 1956. Last year’s group rose 497 vs. 24% for the Dow. 


10 for Growth and Liberal Income 


These include 5 well-established Growth Stocks of unusual 
promise. Also 5 good quality stocks with long dividend records, 
yielding up to 6%. 


5 Low-Priced Bargain Issues 


Undervalued stocks backed by financially strong companies 
with capable managements. Prices range from 19 to 33. All are 
dividend-payers with yields up to 6%. 








Be sure to read this 25-Stock Report 
before making your plans for 1956 


Yours with Monthi Trial 
This Special Report, with 25 outstanding stocks for 1956, 


and the next 4 weekly UNITED Reports, sent for only $] 
This introductory offer is open only to new readers. 








UNITED Reports 

are backed by 36 | 

years’ experience in 

counselling investors. | 

They are used by more | Street 
investors than any | 

other advisory service. 


| 
ACT NOW! aii ! 
coupon with only $1.! 

| 210 NEWBURY STREET BOSTON 16, MASS. 

















HOW TO MAKE 
SHREWD SPECULATIONS 


in stocks under $5 


Now you can get revealing reports giving analysis and opinion 
on investment bargains in little-known stocks. These are 
stocks of HIGH-GRADE companies that are well managed, 
have good earnings prospects, yet are overlooked by the average 
investor. .. . We specialize in these stocks selling under $5.— 
A. J. G. of Westport, Conn., writes: “] now take 4 other services, 
but yours is one of the best I have seen for the small investor.” 
FREE TRIAL OFFER: No obligation. Write for a full month’s 
trial subscription. See for yourself how you may benefit from 
“hidden” stocks that may show unusual profits on just a small 
investment. Selected Securities Research, Inc., Dept. F-33, 








Seaford, New York. 
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STERLING 
INVESTMENT 
KUND 


A balanced mutual fund avail- 
able at net asset value plus 2% 
of offering price. 

Representing a managed in- 
vestment in a diversified list of 
bonds, preferred stocks and 
common stocks. 

Mail this advertisement for 
detailed, free information. 


INTERSTATE SECURITIES 
CORPORATION 
1207 Commercial Bank Bidg. 
Charlotte, N. C. 











WAYS TO PROFIT 
IN FORD STOCK? 


eagerly for Ford Stock. 
Plesse ate our 5. #45 ag | You 
BUY. This Report may not oar "le 
MONEY, it also points 3 POSSIB WAYS T 
PROFIT from this situation. 

$3.00 


BIG PACKAGE DEAL—ONLY 
New Readers 

1, Report #45 on Ford Stock 

2. Our Current Bulletin as a Bonus 

3. Your copy of my dynamic new book: 
“How to Take a Fortune Out of Wall 
Street” .. . by J. A. LEMPENAU 

Please return this ad 


THE INCOME BUILDER 


RIVER EDGE * NEW JERSEY 




















Investing in Common 


Stocks for Income 
through 
National Stock Series 


a mutual fund, the primary ob- 
jective of which is to provide an 
investment in a diversified group 
of common stocks selected be- 
cause of their relatively high 
current yield and reasonable ex- 
pectance of its continuance with 
regard to the risk involved. 








Send information folder and prospectus. 
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Address. > 





City. __ State 


National Securities & 

Research Corporation 
Established 1930 

120 Broadway, New York 5, New York 
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THE FUNDS 


PORTRAIT OF 
A STOCKHOLDER 


Tue mutual fund industry, with its 
door-bell ringing salesmen and small 
savings accumulation plans, has prob- 
ably done more to bring Wall Street 
to Main Street than all the committees 
ever formed for that purpose. Yet 
this $7.8-billion industry, so articulate 
when it comes to selling its own 
wares, for many years let its own 
case go by virtual default in the press. 
All kinds of old wives’ tales were cur- 
rent and unchallenged about the 
funds. Fund executives sniffed and 
| salesmen fumed, but no authoritative 
voice spoke up to counter the slurs. 
All this has been changing, es- 
pecially during the past year or so, 
due in large part to the quietly effec- 
tive efforts of a 15-year-old but 
hitherto rather ivory tower type of 
organization known as the National 
Association of Investment Companies. 
The NAIC’s Public Information Di- 
rector, Edward B. Burr, has seen to 
it that the facts, as the mutual fund- 
ers see them, get an airing. Young 
(32) “Ben” Burr has done so quietly 
but efficiently and without flooding 
anyone with press releases. Sample: 
shortly after the market broke on 
news of the President’s heart attack, 
Burr came up with figures pointing 
out that mutual fund stockholders had 
not been panicked by the news; on 
the contrary, they purchased more 
shares than they cashed in. The funds 
themselves actually bought on bal- 
ance during the first two hectic days. 
Thus, far from giving the market a 
downward push, the mutual funds 
were a slightly stabilizing factor. 
Meet the Stockholders. Just over a 
year ago it occurred to Ben Burr and 
his able assistant, Harold Oberg, that 
while the stockholders knew a great 
deal about mutual funds, the funds 
knew very little about their own 
stockholders. So Burr and Oberg 





fund investors bought their shares. 


REASONS FOR INVESTMENT 


Increased income for daily living 
Better income on savings 
Protection against inflation 
Future retirement income 

Future education fund 

Other 











REGULAR ACCOUNT 


100.0% 


took a survey. Just as 1955 drew to a 
close, the National Association of In- 
vestment Companies released the 
Burr-Oberg study, and from it has 
emerged what is probably the most 
complete statistical portrait of the 
stockholder yet drawn. 

The results should be a big help to 
the funds in selling shares. It should 
also help them to understand what it 
is their investors want. Some of the 
fascinating information dredged up: 
Why did the investor buy mutual 
funds? Where did he get the dollars? 
Is the average mutual fund investor 
a plunger or a long-pull investor? 
Just who is the average “Mr. Stock- 
holder”? 

Actually two Mr. Stockholders 
emerge from the Burr-Oberg study. 
One of them is the man who owns a 
batch of mutual fund shares but does 
not add to them in any systematic 
way. On the average, he is late 
middle-aged, say 54, earns around 
$7000 a year and is probably a pro- 
fessional man, an executive, busi- 
nessman, office worker or just plain 
retired. His $4900 worth of mutual 
fund shares are an important part, 
but by no means the major part, of his 
accumulated capital. He also owns 
five regular corporate stocks worth a 
total of $13,000, has $3600 in the bank 
and carries just over $9000 worth of 
life insurance. 

The other “average” mutual fund 
stockholder is younger and somewhat 
less well-heeled. He starts in buying 
funds in a relatively small way, but 
builds his holdings through regular 
payments in some sort of an accumu- 
lation plan. Mr. Average Accumulato1 
is around 42, earned about $120 a 
week in 1954. His regular periodical 
investments of $49 have now piled 
him up a nest egg of $1800. Being 
younger, he has less capital accumu- 
lated than the regular mutual fund 
stockholder: his holdings of cor- 
porate stocks amount to only $1800, 
his bank accounts and saving bonds 
another $1800. But in putting money 
aside for mutual fund investments, he 
does not neglect life insurance pro- 
tection for his family. His life policies 


MOTIVES 
Obviously, the way mutual fund investors behave in a market break will 
help determine whether the downtrend will be checked or whether it will 
snowball. A key to their action, of course, is the motive behind the original 
purchase. Here’s what the NAIC survey revealed about the reasons mutual 


ACCUMULATION PLANS 
15.0% 2.3% 
28.4% 27.5% 
15.9% 14.9% 
29.3% 39.5% 
5.1% 12.6% 
6.3% 3.2% 


100.0% 
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average $12,375. 

Neglected Customers? So much for 
whom Mr. Stockholder is. Even more 
important from the salesman’s point 
of view is the question: what type 
of person is being overlooked by the 
mutual fund missionaries? Are some 
good prospective customers being 
ignored? The survey suggests that 
they are. Barely one stockholder in 
14 is a skilled or nonskilled worker. 
Evidently the funds have been less 
successful in getting down to grass 
roots than they claim. After all, this 
is the era of caviar in the dinner pail, 
and no one can argue that the work- 
ing man is not at least as good a 
potential investor as the white collar 
worker. 


POLLSTER BURR 


Doorbell ringing is not enough. 


Still another statistic unearthed by 
Burr and Oberg throws doubt on the 
funds’ success in spreading the gospel 
of equity investing to the unenlight- 
ened. Only 13 out of every 100 regular 
account holders were people who did 
not already own some corporate stock. 
Selling mutual funds to people who 
already own stocks is not quite the 
same feat as enlisting brand new 
recruits for the ranks. 

More To Come. But whatever con- 
clusions Wall Streeters and econo- 
mists may draw from the poll, one 
thing is clear: It gives the mutual 
funders hard facts with which to an- 
swer detractors in the future. 

Ben Burr, who makes no claims 
to being either a statistician or a 
professional pollster, got the idea 
from the analyses made by life in- 
surance companies of their policy- 
holders. “Life insurance companies,” 
says Burr, “are far ahead of Wall 
Street in knowing their customers. 
. . . We are trying to help mutual 
fund people know more about their 
investors.” 
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QUESTION: Why Should | Bother 
with the Canadian Market? 





ANSWER: Dependir 
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9: But what is the value of this sort of 
trading? 

A: That depend 


ver 


sOwoay 
ce would 
Are we trying 
houted tr nphantly 
lrills going down. We're 
this very minute!" 
The investor was speechle > 
citement. He signed his cheque, ran all 
the way to the post office, and learned in 
one big lesson that he should have stayed 
out of the Canadian market. 
9: Well, then, who should deal in 
Canadian stocks? 
A: Any experienced trader who wants to 
give his rate of capital expansion an extra 
boost should certainly make a study of the 
Canadian market, for no securities market 
n eorth presents such an abundance of 
latile price swings. The vast majority of 
participants in the Canadian market are 
on the losing end of these swings—buying 
at the highs and selling at the lows. But 
for the few who take advantage of this 
public ineptitude by selling at ‘the higt 
and buying at the lows, trading in Ca- 
nadian issues can be fantastically profit- 
able. cies and selecting ve e 1 ve 
Q: But is it worth the risks? After all, 9 don't fee! we could ed onsistent 
I've got enough of an investment nest = in any but the Canadian market. 
egg now to pay me several thousand 9: Would this be a good time to start 
a year in dividends and interest. And following your techniques? 
I don't need much more. A: There is always movement in the Ca 
A: First let's squelch that business of risks. nadian market—either up or down. Whe 
The public element which buys speculative one group suffers, another benefits; and 
stocks when drilling or some other chance ever the general moar 
endeavour is underway faces almost certain verse economic reo 
capital loss, for speculative appeal is used other hedge issue 
as a selling tool in the Canadian stock market of their own 
business just as eye-appeal is used to sell is a good time t 
automobiles. And who ever heard of a lf you want to conta 
retail car-buyer making money? But if you of Canada, 34 Davenr 
step into a sound and well-spensored min- 5, Canada. Send $3 f x-week trial 
ing issue at a time when the stock is under- subscription, or $35 for a full yeor of 
priced, listless and well supported by the service. 
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mail the coupon below. 
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Should You Buy Stock ? 


Of course you should—if. There are things you have to take into account whether 
you're investing a lot of money or even very little money in stocks. You have to 
remember that you are taking a chance of loss—that your opportunity for profit 
necessarily predicates the possibility of loss. 


In other words, invest some, but not all, of your savings in stocks. And, 
above all, pick the stocks you buy carefully. 


The amount of one’s income has very little to do with buying stock. Being able 
to buy a lot of different stocks isn’t the important thing; buying a good stock is. 
Proper investment guidance has a lot to do with it. 

Since most of us don’t have the time or the experience to follow the changing 
fortunes of varying companies, we have to rely on people who are experts in 
This is where McGrath Securities can help you. Here are specialists who evaluate 


securities daily—and they do it for people just like yourself. 


Learn what experienced guidance can do to help you in- 
There’s no cost and no obligation. Just fill in and 


McGrath Securities 


CORPORATION 
70 Wall Street, N. Y. 5, N. Y. * 


Please send me information on growth stocks. 








WH 4-0175 
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| We tnutte you to consider 


THE TRIPP PLAN 


¢ Designed to help individual 
investors build up a sound, 
Tax-Exempt Bond investment 
program. 


* Detailed information on this 
plan as well as a primer on 
“Tax-Exempt Income for the 
Individual Investor” is avail- 
able upon request. 


RIPP & CO., INC. 

AX°EXEMPT BONDS 
40 WALL STREET 
NEW YORK, 5, N. Y. 


Please send me without obligation infor- 
mation on THE TRIPP PLAN. 


Name 





Address__ 























HOW TO 


HOLD ON TO 
YOUR MONEY 


IN 1956 


’ 
Let Barron’s Help You 
If you have more of worldly goods than the 
other fellow, you probably earned it. Now 
| you want to keep what you have—and make 


it grow. That is how Barron’s National Busi- 
ness and Financial Weekly can guide you. 

To help you invest your money or plan 
your financial affairs with greater under- 
Standing and foresight, Barron’s gives you 
clear guidance on basic financial trends. 

You will see, in Barron’s, how the values of 
your stocks and bonds, real estate, commodi- 
ties, and cash itself, are affected by changing 
conditions — political and economic — from 
week to week. 

Barron’s never attempts to tell you which 
stocks or bonds to buy or sell. It does tell you 
the facts that affect securities—the underly- 
ing trends, immediate outlook, vital news and 
statistics, which indicate intrinsic values. 

ch week in Barron's you get a balanced 
investment outlook: Business Trends, Pros- 

cts of Industries and Companies; Commod- 
ty Developments; Tax Developments; Im- 

act of Federal Legislation; Stock and Bond 

arkets; Earnings and Dividends; Security 
Price Movements; Mutual Funds; Investment 
.e) rtunities. 

o other publication is like Barron’s. It is 
especially edited for the man who is worth 
over $12,000, or who saves $1,000 or more a 
yom. It is the only weekly affiliated with Dow 

ones, and has full use of Dow Jones’ vast, 
specialized information in servin , 

Try Barron’s for dependable aid in makin 
your investment decisions. Only $5 for 1 
weeks’ trial; full year’s subscription, $15. Just 
send this ad with your check for $5. Or tell us 
to bill you. Address: Barron's, 392 Newbury 


| St., Boston 15, Mass. F-156 





GOODMAN 





(CoNTINUED FROM PAGE 147) 


the stock has been split 2 for 1, and 
the new stock is now around 45. This 
bank has fulfilled my expectations. 
It has steadily grown, and I think the 
outlook continues excellent. I be- 
lieve earnings warrant an increase in 
the present $2 dividend. I recommend 
the stock again at its present price. 

Leading farm equipment stocks 
have done little during the advance in 
the market. However, with an almost 
sure bet that more favorable farm 
legislation lies ahead, particularly 
with an election year coming up, 
these stocks could begin to do better, 
In tiis connection, I call attention to 
American Agricultural Chemical and 
Deere among the better grade issues, 
and Oliver Corporation, as a specula- 
tion. 


American Agricultural Chemical, 
now around 70, is selling at the year’s 
low. The stock undoubtedly has been 
under tax-selling, and it might be that 
after the first of the year, a normal 
rally will occur. Meanwhile, the com- 
pany’s finances are very strong, 
(capitalization consists of but 627,- 
969 shares of common stock) and 
long-term prospects appear excellent, 
as farmers become more educated to 
the uses and advantages of fertilizers. 
Current dividend $4.50; yield 6.4 pe: 
cent. 

Deere is the second largest com- 
pany in the industry. Finances are 
strong, with net working capital afte: 
deducting prior obligations, being 
almost equal to the present price of 
the stock. During the last year, the 
stock has held in a very narrow range 
between 39 and 31. It is now selling 
at 36, where the yield is 4.8 per cent 
on the current $1.75 dividend. Earn- 
ings are estimated at $3.75 a share for 
the year ended in October, which 
warrants the thought that the divi- 
dend might later be increased to $2. 

Oliver Corporation could be a good 
speculation, inasmuch as its stock is 
now selling 342 poinis below its net 
working capital per share, which is 
approximately $20. Finances .are 
very strong, with a ratio of current 
assets to current liabilities of 4.47 to 
one. The company’s products are 
highly regarded and are considered 
by many as the best in the field. In- 
deed, the company has never had so 
many new products for sale. Recent 
entry into the manufacturing of out- 
board motors (the tooling and design 
of which was purchased from Chris- 
Craft), could prove to be a very 
profitable addition. It is also under- 
stood that Oliver has been adding to 
its recent 11 per cent ownership of 
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10 
Common Stocks to 


EARN MORE 


IN 1956 


Value-minded investors will be interested | 
in FINANCIAL WORLD’S timely new | 


study of 10 COMMON STOCKS which, 
because of increasing industrial activity 
and a more promising business outlook 
for these companies, SHOULD EARN 
MORE IN 1956. 


Considering top investment quality of most 
stocks in group, indicated yields are very liberal, 
4 ranging from 4.1% to 4.6%, and 5 yields from 
5% to 6%. Estimated earnings for 1955 cover 
each company’s current dividend requirements 
by wide margins: For 5 the earnings margin over 
dividends is 50% to 70%; for 4 earnings margin 
runs 98% to over 100%; and for only one is 
earnings margin over dividends as low as 34%. 


If you return “ad” with $5 (or ask us 
to bill you) for next 18 weekly copies of FINAN- 
CIAL WORLD (Big $7 aL for = S vo will re- 
ceive also ‘*1 STOC MORE IN 
1956"; ‘Liberal Yields he ah Long-Term 
Dividend Payers"’; ‘174 STOCKS INSIDERS 
ARE BUYING”, What Prospects for Profits in 
ae Stocks”’, in addition to next FOUR 

es Arg act-finding ‘“‘INDEPENDENT 

\PPRAISA supplement. Besides digest of 
New Reports on 1,970 stocks, this month! 
ee stock ide tells you our INVESTMEN 

ATING on CH STOCK, so you can reach 

wiser decisions as to new purchases and whether 
to dispose of any stocks you now own. 


Or, return “ad” with $20 for yearly 
oubout tion ($11 for six months) for complete 
4- 

offered above, PLUS Latest Annual $5 “STOCK 


FACTOGRAPH” MANUAL, 4ist Edition, to as- | 
sist you in judging relative Stock Values. We | 


really help investors get bigger values from their 
investment dollars. A trial will convince you. 
Money Back In 30 Days if not satisfied 


FREE! ir you s—END PAYMENT Now, 
saving us expense of billi , on aes send 
og 7 a er of “12-YEA 1,065 

EXCHANGE STOC acon 
os ‘lees to 1953) EARNINGS DIVIDENDS, 
PRICE RANGES, STOCK S SPLITS. Invaluable 
for comparing current stetus with past per- 
formance! 


FINANCIAL WORLD 


53 Years of Service to Investors 


86-FB Trinity Place, N. Y. 6, N. Y. 








GRAIN TRADERS 


1956 is an election year! 


You can make a PROFIT if you know when and 
how grain prices will respond to political 
conditions. 

Our clients have made 105% per annum on 
margin invested, in both Bull and Bear markets, 
yeor ofter year. 

Get your answers in the only weekly six-page 
comprehensive analysis of all grain market 
factors. We provide specific buy/sell advices 
with logical stop-loss points, complete full 
scale charts and their technical meanings. Get 
the facts before you trade. 


THE Robert Moody 
GRAIN ANALYSIS 
Wheat-Corn-Oats-Rye-Soybeans 
P. O. Box 1821, San Diego 12, Calif. 


$25.00 $45.00 $80.00 
3 months 6 months 1 year 
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Investment Service, including extras 


aot ~ | 


the Waukesha Motor Co. which is ex- 


pected to set new record earnings for 


the year ending July 31, 1956. The 
company’s dividend has recently been 
increased to 25c quarterly, 
the stock is now on a $1 annual basis. 


It is now selling around 16%, where | 


the yield is 6 per cent. Range this 


| year, 175%—13%. 


HOOPER 





(CONTINUED FROM PAGE 153) 


General Railway Equipment, ACF In- 


dustries, North American Aviation, 
Chrysler (in spite of its recent disap- 
pointing behavior), American Air 
Lines, United Airlines, U. S. Foil B, 
Manufacturers Life (now down 100 
points from the top), Clark Equip- 
ment, Caterpillar Tractor, McGraw 
Electric, Grand Union, Food Fair 
Stores, Bendix Aviation, Louisville & 
Nashville, Western Pacific, Chicago 
Great Western, Chesapeake & Ohio, 


United Shoe Machinery and Dresser | 


Industries. Don’t overlook the wire 
and cable companies, 
Cable, Rome Wire & Cable, Anaconda 
Wire & Cable, etc. There is a big job 
ahead in rewiring old houses to take 
care of the higher “load” modern liv- 
ing requires. 


BIEL 





(CONTINUED FROM PAGE 155) 


| investments in Union Bag & Paper 


(99), International Paper (111) and 
Kimberly-Clark (46) have my sanc- 
tion. 


No one can afford to ignore General 
Motors (47) as one of the prime in- | 
vestment stocks, but if capital gains is | 
| the objective, ['d prefer to take my 
| chances with Chrysler (89). 


Montgomery Ward (94) is going in 


| the right direction and while the stock 


is not underpriced in relation to 

current earnings, its earnings potential 

would seem to justify higher levels. 
On a more speculative basis I 


| recommend Fitzsimmons Stores “A” | 
on the American Stock Ex- | 


(25), 
change, operator of a chain of super- 


| markets in the Los Angeles area. The 
| company which recently acquired an | 
old-established wholesale 


grocery 
company 
major expansion program that will 
add ten major units to the present 


| number of 35 supermarkets. The man- 
| agement predicts a 40% sales increase | 


for the 1956/57 fiscal year and an even 


greater rise in earnings from an esti- | 
| mated $1.2 million for 


| year to $1.8 to $1.9 million next year. 


| Advance release of ForBEs columnists’ 
| regular articles, excepting Mr. 


the current 


Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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For short term swing 
trading in grains... 
OR active stocks ... 
(Check which). 

No obligation. Just clip and mail 

with stamped SELF-ADDRESSED 

ENVELOPE. 

Name..... 

Address. 

City. . , 
LESTER B. ROBINSON 
1204 Russ Building 
San Francisco 4, California 


BE SKEPTICAL | 
of the OBVIOUS 


.. «ls Usually Based on Facts 
Do You Have Them? 


factually measure the effect of 


WONG SALING 
RUA SUN 


The forces controlling trends! 


Send $1 for latest Report F-24 cover- 
ing present situation or $5 for month's 
trial on prompt refund basis if not 
satisfied. 


Available to new subscribers only. 
LOWRY’S REPORTS, Inc. 


250 Park Ave., New York 17,N. Y. 
Original Publishers 
Price-Change-Volume Tabulation 
Daily releases from New York, Chicage, Les Angeles 


























is now embarking on a | 





for Profitable 
1956 MARKET DECISIONS 


The New JANUARY Issue of 
GRAPHIC STOCKS <°"s3ir'"« 


1001 CHARTS 


showing monthly highs, lows—earnings— 

dividends—capitalizations—VOLUME on vir- 

tually every active stock listed on N. Y. 

Stock and American Stock Exchanges 

covering 12 years to January 1, 1956. 

Complete with DIVIDEND RECORDS 
for the full year of 1955 


Single Copy (Spiral Bound). ..$10.00 
Yearly (6 Revised Books) 


F. W. STEPHENS 
87 Nassau St., N. Y. 38 BE 3-9090 








STOCK MARKET 
SUCCESS STORY 


After 24 years of hard knocks and study, the 
author learned the secret of “‘beating”’ the 
market—without taking needless risks. 
She made a fortune in stocks, has never 
averaged less than 35% per year! The most 
important financial lesson in your life— 
written in delightful, non-technical style. 
“BUY LOW—SELL HIGH.” Postpaid $2. 


STOCKFAX, [0s Ancetes ‘se caLir. 














S$ BLUEPRINTING 
THE : 
e FUTURE: 


If you are a serious thinker seeking 
TOP-LEVEL guidance on the true 
forces behind money in markets. If 
you are searching the future at this 
difficult juncture. Then don’t miss 
these TWO profound and unique 
analyses of the present political situa- 
tion and the market consequences to- 
gether with the inside facts of the 30 
year BUILDUP behind 1949. 


DEEP ... PENETRATING ... 
DECISIVE... 


A Special Offer to seek you as a 
permanent client to low-cost but top- 
level BASIC ANALYSIS, the dra- 
matic and new approach to research 
of the trends that MOVE BEFORE 
THE MARKET. 


Send for 
a. BULL 


RKET 
$100 CANCELLED?” $100 
“THE 30 YEAR 
BUILDUP 
BEHIND 1949” 


Cc. F. M. Williams 


36 West 40th Street, New York 18 
New York London 








| realistic view, however, 


| the normal post-Labor 











End Wraps 
Problems 


@ KEEP WRAPS AIRED, 
‘a DRY AND “IN PRESS.” 


© SAVE FLOOR SPACE. 


ef OFPIGE VALRT 


Provide eheck- 

room efficiency. 

End locker room 

evils—fit in any- 

where. Accom- 

modate 3 (or 6) 

persons per run- 

ning foot—coats, 

hats, umbrellas, overshoes. 

Lifetime welded steel construc- 

tion. Modern baked enamel 

finishes. Sold by quality office 
furniture dealers everywhere. 


VALET RACKS ® 


Stationary and portable 
Wardrobe and Locker Racks 
for the office and the home 
VOGEL-PETERSON CO.., 112) W. 37th St, Chicago 9, U.S.A 
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THIS AND $5 


will bring you the next 8 issues of the 


Stock Trend Bulletin. Candid market 
opinions, specific recommendations. This 
reduced trial offer for new readers only. 
Stock Trend Service, Inc., 
Stock Trend Bidg., Springfield 3, oh. 
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(CONTINUED FROM PAGE 146) 


over, the theoretically adverse impli- 
cations apply mainly to 1957. (c) 
Irrespective of the party in power, a 
managed economy has become part of 


| our national scheme of living, and the 


business trend is less sensitive to po- 
litical development than in past dec- 
ades. 

Naturally, this is not an all-inclu- 
sive list of the potential harassments. 
There never has been—nor will there 
ever be—a year free of causes for 
concern at one time or another. In 
this connection, there are two prac- 
tical considerations: (a) Once an 
uncertainty becomes an established 
fact, it ceases to have price signifi- 
cance. (b) Short-memoried Wall 
Street forgets that its worries usually 
are transient rather than lasting. 


Today, for example, there is a great 


| debate as to whether the automobile 
| industry has 


“over-shot” the mark, 
for new car sales are lagging and in- 
ventories are excessively high. The 
is that there 
has been a delayed seasonal slacken- 
ing, that the winter lull encompasses 
Day decline 
which did not materialize in 1955. 
The realistic view also notes that 
America moves on wheels, that the 
growing inventory of old cars on the 
road and America’s suburbanization 


| spell a new norm of demand. And a 


7-million car-year in 1956 is far from 
a “depression,” even though it is 12% 
less than the probable 1955 total. 
The $64,000 question, of course, is 
how well speculative psychology will 
meet these and other tests of its 
nerves. We’re a mercurial people and 
confidence is an elusive state of mind. 
But we’re not a timid people; witness 


| the fact that our purchases and debts 
| increased in late 1953 despite a rise in 


unemployment. Moreover, the market 
environment today is one of realism 
rather than absurd optimism; the 
price level is vulnerable only to the 
unexpected. True, psychology faces 


| a nearby test in the sense that no one 
| knows whether the coming Ford Mo- 
| tor Company offering will act as an 


advertisement for equity ownership 
or take away from the supply of in- 
vestment funds. But a radical and 
lasting change in the current cau- 
tiously optimistic state of public psy- 
chology is difficult to visualize. The 
basic background is too strong and 
the unknowns relate chiefly to 1957. 


True, the business outlook is not as 
continuously stimulating as was the 
case in the year just ended. The 1956 
FRB average of industrial production 
is likely to be only a little above 1955. 


Too many industries are operating 
close to their ultimate capacity, and 
there are too many individually diver- 
gent trends for the economy to embark 
on a new leg of advance. Moreover, 
many of the consumers’ most pressing 
wants have been satisfied, and the 
most recent survey of buying inten- 
tions is not quite as aggressive as was 
the case a year ago. [Of course a tax 
cut will help return the former exu- 
berance.] But all this is negative rea- 
soning and the fact remains that 
industry’s chief problems for 1956 are 
the capacity and credit with which to 
supply demand. In other words, the 
fundamental business background in 
itself is good. 

Market implications of the forego- 
ing? (1) New average highs probably 
will be reached sometime in the first 
half, but the overall progress probably 
will be less than in 1955. (2) While 
the increase in aggregate corporate 
earnings and dividends will not be as 
exciting as in 1955, the individual in- 
dustry and company changes will be 
stimulating. (3) We are probably at 
the end of the cycle of credit restraints, 
and the next signifiant change may 
be in the direction of ease. In short, 
the 1956 market outlook is one of a 
generally favorable environment for 
those who recognize the simple fact 
that the rewards go to the risk-takers. 
It will be favorable, too, for those who 
realize that it takes a surprise to make 
a new price trend, which means that 
speculative interest should be concen- 
trated in the industries and companies 
that are likely to provide the 
prises. 

A number of candidates come to 
mind. For example, several of the 
automobile parts companies have di- 
versified operations to a point where 
sales can increase even though busi- 
ness from their chief customers will 
decline. Similarly, several companies 
popularly associated with residential 
building are in a position to offset the 
anticipated small decline in new home 
construction. Repair and moderniza- 
tion expenditures should inciease in 
1956, and the average price of new 
homes probably will be higher than in 
1955. Further, the tobacco industry 
seems to have taken a new lease on 
investor interest, for its profits cycle 
has turned upward. Moreover, the 
change in industry fundamentals per- 
mits greater dividend liberality. 


sur- 


A surprise might well be witnessed 
in the non-ferrous metals industry, 
too, where recurring major interrup- 
tions in supply have led to a tight 
market. Copper rather than uranium 
may have become the new strategic 
metal. Speculators may also be sur- 
prised by the television industry 

(CONTINUED ON PAGE 163) 
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Steady’s the Word 

Just as sales-minded, but not half 
so ebullient, is Edward Mabry’s Vick 
Chemical, famed old producer of cold 
remedies (still 45% of sales). Mabry 
and Chairman Richardson keep a tight 
rein on dividends, show the lowest 
average payout in the industry. The 
result is large cash holdings of some 
$13.3 million available for Vick’s pe- 
riodic acquisitions. Latest one: Dr. 
Hess & Clark (poultry and animal feed 
supplements). 

Although stockholders have not got- 
ten much of the benefits, Vick’s earn- 
ings have been steady, but have 
shown a strong upthrust in the last 
two years. For the fiscal year ended 
in June, sales were up 9° 
30.6%. The rise continued in the Sep- 
tember quarter, with sales rising an- 
other 9%, earnings 17.2% 

There are indications that 
buoyancy may continue. For one thing, 
Vick has some promising high-margin 


drugs, Meratran and Frenquel. 
Vick management is not likely to neg- 
lect its profitable old cold remedies. 
Latest addition: an 
throat lozenge. 


Up & Coming 

One reason the old line pharma- 
ceutical producers are up against such 
stiff competition are the inroads being 
made by such up & coming compara- 
tive small-fry as Norwich Pharmacal. 
For 70 years, Norwich has produced 
such patent medicines as Pepto-Bis- 
mol and Unguentine, and they still 
comprise three-quarters of its busi- 
ness. But Norwich has also launched 
out into ethical drugs in a vigorous 
way, and with a smart formula: find a 
specialty and make the most of it. 

Norwich’s specialty is the so-called 
nitrofurans, which have germ-killing 
powers akin to that of the sulfa drugs. 
During World War II, Norwich intro- 
duced Furacin Soluble Dressing, in 
1953 brought out Furadantin for in- 
ternal use, with great success. It has 
also smartly branched out into a re- 
lated line: Furoxone, the only known 
specific against poultry typhoid, and 
its sales are expected to match those 
of the basic Furacin itself very soon. 
Chairman Robert S. Eaton also be- 
lieves there is a huge untapped field 
for Furacin-based derivatives in 
treating plant diseases. 


o, earnings ; 





their | tors held today a final dividend of 


anti-bacterial | 





COLUMBIA PICTURES 
CORPORATION 


! 

Sve The Board of Directors at 
@ meeting held today de- 
clared its regular quarterly 
cash dividend of thirty (30¢ ) 
cents per share on the Con 
mon Stock presently out 
standing and Voting Trust 
Certificates for common 
stock, payable January 31 
1956 to stockholders of rec- 

* ord December 30, 195 
The Board also declared a 214% stock 
dividend on its outstanding Common 

Stock and Voting Trust Certificates for 

common stock, payable in Common 

Stock January 31, 1956 to stockholders 

of record December 30, 1955 

A. SCHNEIDER 
Vice-Pres. and Treas 


New York, December 7, 1955 














CANADIAN PACIFIC 
RAILWAY COMPANY 


DIVIDEND NOTICE 
At a meeting of the Board of Direc- 


seventy-five cents per share on the 


| Ordinary Capital Stock was declared 
items in its two new mental health | 


And | in Canadian funds on February 29, 


in respect of the year 1955, payable 


1956, to shareholders of record at 


| 3:30 p.m. on January 6, 1956. 


By order of the Board. 
Frederick Bramley, 
Secretary. 


Montreal, December 12, 1955. 


PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 160 


The Board 
14, 1955, 
the fourth 
cents per si 


San Francisco, ( 


Exide 


Willard 


BATTERIES 


gaan. 


Jordon Bec cot 
Me-viectur ng Compeny 


Ss 


Stones Moses 
Products 








of Directors « 
declared a cast 
rter « € 


alifornia 


QUARTERLY 
DIVIDEND 
NO. 221 
50 cents per share 

Declared Dec. 7, 1955 


Payable Dec. 30, 1955 
Record Date Dec. 14, 1955 


E. J. DWYER, Secretory 











Sa 


TRANS CARIBBEAN AIRWAYS. inc. 


EIGHTEENTH 
CONSECUTIVE 
QUARTERLY 
DIVIDEND 


TO STOCKHOLDERS: 


company. 


SAVINGS ACCOUNTS ; 


y a 


The Board of Directors has declared the following dividend 
A dividend of 5 cents per share on the Class A stock of the 


This dividend is payable on JANUARY 15, 1956 to stockholders 
of record at the close of business on JANUARY 2, 1956. 


0. ROY CHALK 
President 


— > Interest Paid Quarterly. 


15th Earn From The ‘1st. 


PROTECT YOUR SAVINGS 
WITH HIGHER EARNINGS 


— MinimumAccount 9100. 


--- ACT NOW 


Su See san asses y 


Altogether, Eaton has spent $6.9 
million on expansion since the war, 
and it has put a strain on earnings, 
which finally lifted from a six-year 


a 
a 
a 
+ 
r) 
8 
: — > Funds Received By The 
0: 
2 
s 
. 
8 
+ 


IR ST WESTE 


THIRD 


RN* SAVINGS isxbciation 


STREET EGAS, NEVADA 
—_ 
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record Dec. 16, 1955. 


Dec. 16, 1955. 


| WARDS 
L_BREAD_ 





WARD BAKING COMPANY 


The Board of Directors has declared the following dividends: 


PREFERRED DIVIDEND—The quarterly dividend of $1.37 a 
share on the Preferred Stock payable Jan. 1, 1956, to holders of 


COMMON DIVIDEND—A quarterly dividend of 25 cents a share 
on the Common Stock payable Dec. 27, 1955, to holders of record 


YEAR-END EXTRA DIVIDEND—An extra dividend of 25 cents a 
share was also declared on the Common Stock peyable Dec. 27, 
1955, to holders of record Dec. 16, 1955. 


L. T. Melly, Vice Chairman and 


475 Fifth Ave., New York City 
December 6, 1955 





WARDS 
rE 
CAKES — 


Treasurer 











The DIAMOND 
‘MATCH COMPANY 


74/4 CONSECUTIVE YEAR 


OF DIVIDENDS 


The Boord of Directors of The Diamond Match Company 
on December 8, 1955, declared a regular quarterly dividend 
of 45¢ per share on the Common Stock. At the same meeting the 
. Board also declared a quarterly dividend of 37%¢ per 
share on the $1.50 Cumulative Preferred Stock. 
Both dividends are payable February 1, 
1956 to stockholders of record 
January 6, 1956. 


MATCHES - PULP PRODUCTS - LUMBER - 


PERRY S$. WOODBURY, Secretory: ond Treosurer 


BUILDING SUPPLIES - WOODENWARE 











! Dieb old 


'ncoreeeorma 
Canton 2, Ohio 


DIVIDEND NOTICE 


The Board of Directors of Diebold, 
Incorporated, in a meeting held on No- 
vember 30, 1955, declared a dividend on 
the outstanding common shares of the 
Corporation of fifty cents (50c¢) per 
share, payable December 31, 1955 to 
shareholders of record at the close of 
business at the office of the Transfer 
Agent on December 16, 1955. 


A further dividend payable in com- 
mon shares of the ation at the 
rate of one-tenth (1/10th) of a common 
share for each common share of the 
Corporation outstanding has been de- 
clared by the Board, payable January 
16, 1956 to shareholders of record at 
the close of business at the office of the 
Transfer Agent on January 2, 1956. 


The Board of Directors has also de- 
clared the regular dividend of twenty- 
eight and one-eighth cents (28%c) per 
share on all outstanding preferred shares 
payable January 1, 1956 to all preferred 
shareholders of record at the close of 
business at the office of the Transfer 
Agent on December 22, 1955. 


RAYMOND KOONTZ, 
President 





UOC CL WOU AA ABUT TLE 


CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 32 


Tus BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly cash dividend of 
Forts-Two and One Half Cents 
(42'4¢) per share on the capi- 
tal stock of the Company, pay- 
able on February 15, 1956 to 
stockholders of record at the 
close of business January 16, 
1956. 











| R. E. PALMER, Secretary | 
December 15, 1955 


[L___. — 
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plateau in 1953. Much of the money 
has gone into heavy promotion of the 
proprietary line (advertising has 
averaged 15% of sales), and a lot more 
has gone into nitrofurans develop- 
ments. Within five years, he says, he 
expects ethical drugs to account for 
30% of Norwich’s business. 

Eaton’s growth formula paid off 
handsomely last year. Nine-months 
sales were up 16.4% to $17.8 million, 
and net rose 27.7% to $1.9 million. 
Stockholders shared in the company’s 
prosperity: their dividends were 
boosted to 35c quarterly in April, and 
they got a 5c extra in October. It was 
more than adequate proof that the 
smaller drug producers are to be seri- 
ously reckoned with in the fight for 
the growing drug market. And also 


| proof that smart management can al- 
| ways make a place for itself if it picks 


a lively specialty and concentrates on 


it for all it is worth. 
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where color may finally take hold 
despite its high price. Price today has 
less significance than it did five years 
ago when black and white sets came 
to life. Furthermore, increased Gov- 
ernment electronics work can com- 
pensate for lower black and white set 
demand, which should be stimulated 
by new models and the election in the 
second half. 

In a word, the list of candidates for 
speculative attention are many. The 
airline industry, for example, may 
surprise the skeptics who overlook 
the highly favorable arrangements 
under which the long-term jet pro- 
grams are being financed. Then, too, 
there are the companies that have 
changed character and in the process 
developed a new market rating. The 
goose hangs high for those who have 
the proper perspective 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 








TENNESSEE 
CORPORATION 


November 15, 1955 


CASH DIVIDEND 

A dividend of forty-five 
(45¢) cents per share was de- 
clared payable December 21, 
1955, to stockholders of 
record at the close of busi- 
ness November 30, 1955. 

EXTRA CASH DIVIDEND 

An extra dividend of 
twenty - two and one- half 
221o¢) cents per share was 
declared payable January 11, 
1956, to stockholders of 
record at the close of busi- 
ness November 30, 1955. 

STOCK DIVIDEND 

In addition, a 3% stock 
dividend was declared pay- 
able January 11, 1956, to 
stockholders of record at the 
close of business November 
30, 1955. 


The above cash dividends 
will not be paid on the shares 


issued pursuant to the stock 
dividend. 


Joun G. GrernsurcH 
61 Broadway Treasurer. 


New York 6, N. Y. 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


We Americans live in a scientific 
world. We use scientific and techno- 
logical developments to reduce back- 
breaking labor, to gain shorter work- 
ing hours and higher pay, to raise our 
living standards to the world’s high- 
est. That is why the scientist’s job 
concerns everybody vitally. Today’s 
pioneer does not wear a coonskin cap 
or shoulder a rifle. More likely he is 
wearing a laboratory apron and 
wielding a stirring rod. He continu- 
ally finds new lands to explore in his 
test tubes. His hunting is done with 
the microscope. He seeks new hori- 
zons in the cyclotron. 

—Rosert E. WItson. 


What is the recipe for successful 
achievement? To my mind there are 
just four essential ingredients: Choose 
a career you love. . . . Give it the best 
there is in you. . . . Seize your oppor- 
tunities... . And be a member of the 
team. In no country but America, I 
believe, is it possible to fulfill all four 
of these requirements. 

—BENJAMIN F. FAIRuess. 


Honest differences of views and 
honest debate are not disunity. They 
are the vital process of policy-making 
among free men. —HERBERT Hoover. 


Real leaders are ordinary people 
with extraordinary determinations. 
—JOoHN SEAMAN GARNS. 


Increased borrowing must be 
matched by increased ability to repay. 
Otherwise we aren’t expanding the 
economy, we’re merely puffing it up. 

—Henry C. ALEXANDER. 


Consider how hard it is to change 
yourself and you'll understand what 
little chance you have trying to 
change others. —ARNOLD GLASow. 


You cannot fathom your mind... . 
The more you draw from it, the more 
clear and fruitful it will be. 

—G. A. Sata. 


We love in others what we lack our- 
selves, and would be everything but 
what we are. —R. H. Stopparp. 


I have ever judged of the religion of 
others by their lives. For it is in our 
lives, and not from our words, that 
our religion must be read. 

—THOMAS JEFFERSON. 


164 


The wise men of antiquity, when 
they wished to make the whole world 
peaceful and happy, first put their 
own States into proper order. Before 
putting their States into proper order, 
they regulated their own families. Be- 
fore regulating their families, they 
regulated themselves. Before regu- 
lating themselves, they tried to be 
sincere in their thoughts. Before be- 
ing sincere in their thoughts, they 
tried to see things exactly as they 
really were. —ConrFUvCIUS. 





B. C. FORBES: 

About the best resolution 
you can make for the New 
Year is to have resolution. No 
man can fight his way to the top 
and stay at the top without exer- 
cising the fullest measure of grit, 
courage, determination, reso- 
lution. Every man who gets 





anywhere does so because ne 
has first firmly resolved to prog- 
ress in the world and then has 
enough _ stick-to-itiveness to 
transform his resolution into 
reality. Without resolution, no 
man can win any worthwhile 
place among his fellowmen. At 
the beginning of this New Year, 
therefore, resolve to have reso- 
lution. 








There is no joy in getting by on 
your job—doing as little as you can. 
There is a lot of pleasure in doing 
more than you have to. “And whoso- 
ever shall compel you to go a mile, go 
with him twain,’ says the Bible, 
wisely. —NorMAN CARLISLE. 


Goodness is always an asset. A man 
who is straight, friendly and useful 
may never be famous, but he is re- 
spected and liked by all who know 
him. He has laid a sound foundation 
for success and he will have a worth- 
while life. —HEeERBERT J. CASSON. 


Every manufacturer must spread 
the news about his products—quickly, 
effectively, inexpensively. One cus- 
tomer telling another is too slow. 
Mass selling is the only way to stimu- 
late mass demand. Advertising is 
simply mass selling that paves the 
way for salesmen. Through advertis- 
ing, businesses tell millions about 
their products and services for a frac- 
tion of a penny for each person 
reached. —Bankers Trust Co 


Any fool can criticize, condemn and 
complain—and most fools do. 
—DA.e CARNEGIE 


Sometimes a man devotes all his life 
to the development of one part of his 
body . . . his wishbone.—ALLEN Gray 


Genius is initiative on fire. 
—HOLBROOK JACKSON 


The great menace to the life of an 
industry is industrial self-com- 
placency. —Davip SARNOFF. 


Without salesmanship we could not 
sell anything. If we could not sell any- 
thing we might as well not make 
anything, because if we made things 
and couldn’t sell them it would be as 
bad as if we sold things and couldn't 
make them. —STEPHEN LEACOCK. 


Facts do not cease to exist because 
they are ignored. —A.pous HuxLEy 


The rung of a ladder was never 
meant to rest upon, but only to hold 
a man’s foot long enough to enable 
him to put the other somewhat higher. 

—Tuomas Henry HUXLEY 


If I were to suggest a general rule 
for happiness, I would say “Work a 
little harder; work a little longer; 
work!” —Freperick H. Ecker 


The only graceful way to accept an 
insult is to ignore it; if you can’t 
ignore it, top it; if you can’t top it, 
laugh at it; if you can’t laugh at it, it’s 
probably deserved. —Russett Lynes. 


The most durable foundations for 
hope for a better future for humanity 
seem to me to be found in history, lit- 
erature and religion. —B.iss Perry. 





Thus saith the Lord, Let not the wise man 
glory in his wisdom, neither let the mighty 


A Text... 


Sent in by Edward L. Jones, Co- 


vina, Calif. What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


man glory in his might, let not the rich man 
glory in his riches: But let him that glorieth 
glory in this, that he understandeth and 
knoweth me, that I am the Lord which ex- 
ercise lovingkindness, judgment, and right- 


eousness, in the earth: for in these things I 
delight, saith the Lord. —JEREMIAH 9:23.24 
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And 


of Americas 


Hard top, soft top or open—the Thunderbird is the star in any setting! 


Now: the 


most exciting 


latest 


version 


Car: 


Ford THUNDERBIRD for ’'S56 


Ready to give you a new lease 
on driving fun, this newest version 
of America’s favorite dream car is 
more stunning in style . . 
thrilling in power . 
urious in comfort. 


. more 
- » more lux- 


Here poised for flight, you see what 
many people hardly dreamed possible : 
a more beautiful, more powerful, more 
distinctive Thunderbird. 

The graceful contours of its long, 
low lines . . . the unique flair of its new 
spare-tire mounting . . . the dazzling 
sheen of its new two-tone colors are 
but a hint of its newness. 


It is when you put the selector in 


drive position and nudge the gas 
pedal of a Fordomatic model that the 
Thunderbird will really take you by 
the heart. Beneath the hood is a new 
225-h.p. Thunderbird Y-8, to revise 
your ideas of how acar should respond. 

Now, you may choose hard top, soft 
top or both. There’s a glass-fibre hard 
top and a foldaway fabric top. Now, 
the interiors are richer—more beauti- 
ful than ever. Now, you get the added 
protection of Ford’s exclusive Life- 
guard design. And, as always, you 
may have optional power steering, 
brakes, windows and seat. Ask your 
Ford Dealer just how soon youcan start 
enjoying the better things of driving. 


The Thunderbird’s brand-new, rear 
spare-tire mounting folds back handily, 
as quick as a wink. It adds as greatly 
to your luggage space as it does to the 
over-all beauty of the car. 





familiar faces...to us 


... they typify the breadth of our rapidly expanding 
markets overseas. There, brand names long established in 
America—Olin, Mathieson, Squibb, Winchester, Ramset, 
Lentheric—are becoming more familiar every day. This 
widening acceptance is the result of ever-increasing em- 
phasis on world-wide manufacture and distribution that 
encompass 107 countries. Today, more and more Olin 
Mathieson products are making new friends while contrib- 


uting to the prosperity and welfare of people throughout 
the world. 


OLIN MATHIESON CHEMICAL 
CORPORATION 





